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Transmittal
Letter

For the Fiscal Year
Ended June 30, 1998

City of Scottsdale
Scottsdale, Arizona

September 23, 1998

The Honorable Mayor and City Council
City of Scottsdale, Arizona

Dear Mayor and Members of the City Council:

The Comprehensive Annual Financial Report of the City of Scottsdale (the City or
Scottsdale), Arizona, for the fiscal year ended June 30, 1998, is submitted in accordance
with Article 6, Section 14, of the City Charter. This report was prepared by the City’'s
Accounting and Budget Division. Responsibility for both the accuracy of the data and the
completeness and fairness of the presentation, including all disclosures, rests with the
City. We believe the data, as presented, is accurate in all material aspects; that it is
presented in a manner designed to present fairly the financial position and results of
operations of the various funds and account groups of the City. All disclosures that we
believe are necessary to enable the reader to gain an understanding of the City’s finan-
cial activities have been included.

This report represents management’s report to its governing body, constituents, legisla-
tive and oversight bodies, and investors and creditors. Copies of this report will be sent
to elected officials, City management personnel, bond rating agencies, national reposito-
ries, and other agencies which have expressed an interest in Scottsdale’s financial mat-
ters. Copies of this financial report will also be placed in the City library for use by the
general public.

FINANCIAL REPORTING ENTITY

Scottsdale provides a full range of services including police and fire protection, sanita-
tion/solid waste service, water and sewer services, construction and maintenance of
streets, recreational activities, and cultural events. This reportincludes the financial data
of all entities with which the City has a significant operational or financial relationship and
which are consequently includable as component units in the City’s financial reporting
entity, in accordance with Governmental Accounting Standards Board Statement No. 14.
The City’s component units include the City of Scottsdale Municipal Property Corpora-
tion, Scottsdale Mountain Community Facilities District, McDowell Mountain Ranch Com-
munity Facilities District, DC Ranch Community Facilities District, Via Linda Road Com-
munity Facilities District, Scottsdale Preserve Authority, and Scottswater Company, Inc.
Note 1 to the financial statements discusses in more detail the financial reporting entity.




COMPREHENSIVE ANNUAL FINANCIAL REPORT (CAFR)

The Comprehensive Annual Financial Report (CAFR) is organized on the basis of what has come to be known as
the financial reporting pyramid (see the following graphic). The principle underlying this method of presentation
is that readers can move from summary information to more detailed information. The CAFR contains three
sections:

1) the Introductory Section , which
includes this transmittal letter, the City’s

organizational chart, and the Govern- I:he hensi Transmittal
ment Finance Officers Association omprenensive Letter < Introductory
Annual (condensed Section

Certificate of Achievement for Excel-
lence in Financial Reporting;

Financial Report summary data)

—

Auditors' Report and
General Purpose Financial
Statements (combined
statements and notes to
the financial statements)

2) the Financial Section , which
includes the independent auditors’
report, the general purpose financial
statements, notes to the financial
statements and financial policies of the
City, and the combining and individual
funds and account group financial
statements and schedules; and

‘ Financial
Section

Combining Statements
(by fund type and for discretely
presented component units)

Individual Fund and
Account Group Statements

3) the Statistical Section , which

. ) . K . Statistical
includes selected financial and demo- / Schedules \ ., b "section
graphic information, generally pre-| T/, N\ :
sented on a multi-year basis. Transaction data
(the City's accounting system)

ECONOMIC CONDITION AND OUTLOOK

The City of Scottsdale is centrally located in Maricopa County, with its boundaries encompassing an area of
approximately 185 square miles. The City shares common borders with the incorporated communities of Phoe-
nix, Tempe, Mesa, Fountain Hills and Carefree. Scottsdale, together with its neighboring cities, forms the greater
metropolitan Phoenix area, which is the economic, political, and population center of the state.

The economic climate remained strong for the City of Scottsdale during fiscal year 1997/98. Local economic
indicators recorded positive gains and Scottsdale’s economic indicators once again exceeded the averages for
metro Phoenix. Significant reasons for Scottsdale’s positive economic condition at fiscal year end 1997/98 and
continued favorable outlook for fiscal year 1998/99 include:

Retail Sales. Scottsdale’s single largest revenue source is sales tax generated from a well-balanced variety of
businesses which include automotive, construction, food stores, hotel/motels, restaurants, utilities, rentals, de-
partment stores, and miscellaneous retail stores. All categories of sales posted gains for the year; receipts for
1997/98 were up by 14 percent overall, and are projected to grow by 15 percent for 1998/99. During the 1998/99
fiscal year we expect to see the opening of the expanded Fashion Square Mall (including a new Nordstrom’s
Department Store), the start of construction of a 600,000 square feet entertainment/specialty center in North
Scottsdale (the Scottsdale Promenade) and three new car dealerships.

Property Values. The average 4th quarter base price of a new Scottsdale home (via Scottsdale Realty Advisors
data base) was $266,000. The average 4th quarter base price of a new home in the Phoenix metropolitan area
was $160,000. This demonstrates the strength of the Scottsdale construction value in relation to the rest of the
Valley. This strength is largely based on the Master Planned Community approach for managing growth and
development. Buyers are willing to pay for the amenities built into their Master Planned Community. Overall
construction value reached $1.2 billion in FY 97/98. The first six months of 1998 resulted in $837 million in new
construction with a year end projection of between $1.4 and $1.5 billion. Assessed property values increased
11.2 percent during 1997/98, a good indicator of the community’s economic well-being and revenue base. As-
sessed property values are expected to grow by 12.6 percent in 1998/99.




Residential Construction.  Single family permits issued in 1997/98 totaled 3,977 compared to 3,170 permits
issued in 1996/97. Scottsdale continues to capture just over 10% of the Valley single family housing market.
Multifamily permits totaled 1,006 in 1997/98 compared to 1,274 in 1996/97. The multifamily market is expected
to decline in activity over the next two years as vacant multifamily land supply declines and new units are ab-
sorbed into the market.

Commercial Activity.  Construction should increase next year with much of the focus on downtown Scottsdale,
including the Waterfront project, the Arizona Cultural District, and the redevelopment of the Galleria. Additional
development will include the Portales mixed use project and the redevelopment of the old Scottsdale High School
site (Lincoln Towne Center). The Four Seasons Resort at Cresent Moon (North Scottsdale) has started construc-
tion and the Ritz Carlton, and Marriott will also begin construction in 1998/99.

Vacancy Rates. Commercial vacancy rates remained low over the past year, despite significant new construc-
tion. Office vacancies are estimated at 8 percent, retail vacancies at 7 percent and industrial vacancies at about
5 percent. Alarge amount of speculative construction has begun, but absorption remains strong, and therefore
vacancy rates should remain low over the next year.

Job Growth. Scottsdale attracted 17 major new firms with over 6,000 new jobs in 1997/98. Additionally there
are 22 active prospective firms looking at Scottsdale, with a potential for another 7,200 new jobs. Personal
income growth benefits not only from the strong influx of population but also from some gains in higher wage
jobs. Employment growth is expected to remain strong in almost every area with the greatest growth occurring in
the biomedical industries and in corporate headquarters operations. Major new employers to announce moves
to Scottsdale last year included the Vanguard Group, Greentree Financial, J.D.A. Software, Merck Pharmaceuti-
cal, and Semy Engineering.

Employment. Scottsdale remains a net importer of labor, as the number of jobs physically located in the City
(about 130,000) far outweighs the local labor force (about 99,000). Scottsdale’s unemployment rate is the lowest
of any major city in the valley (currently a record low 1.7 percent), and is expected to remain at this level through
the end of 1998.

Tourism. Scottsdale’s largest industry recorded a mixed year. While the number of visitors to Scottsdale rose by
5 percent last year to about 7.4 million annually, and hotel bed tax receipts were up 6 percent, occupancy rates
declined from 74% to 71%, due to unusual weather patterns (El Nino) and significant new room stock (up 12%).
Although still higher than national occupancy rate averages we do expect occupancy to decline further in the
coming year due to the addition of seven new hotels (which will increase the total room stock by 1,400 rooms).
Long term trends remain very positive, however.

These factors contributed to Scottsdale’s strong economy in 1997/98, and will likely continue into 1998/99. Much
of the revenue growth attributable to the economic resurgence of the past four years has been invested in City
reserves to provide funding to maintain citizen services during times of fiscal uncertainty and to build contingency
funding for infrastructure deterioration. The outlook is for sustained growth in 1998/99, however, Scottsdale’s
five-year financial plans and biennial budget are premised upon conservative economic forecasts in anticipation
of a softening economy late in the year and beyond. These factors, coupled with an emphasis on long-range
strategic planning which balances desired results with available resources, will enable Scottsdale to continue to
grow and prosper over the next several years.

MAJOR INITIATIVES and SERVICE EFFORTS & ACCOMPLISHMENTS

During 1997/98 we continued to invest in programs and amenities that define the special character of our City
and will keep Scottsdale as a ‘“livable” community for generations to come - a sustainable economic base,
meaningful open space, neighborhood preservation, and human services, cultural and arts programs.

Use of thoughtful, integrated community-based strategic planning continues to be the key to achieving a sustain-
able community. The foundation of our community-based strategic planning process is premised upon long-
term citizen driven plans - the 1992 Shared Vision Report, Cityshape 2020, the City’s General Plan elements for
land use, transportation, water resources, open space and other public amenities, as well as citizen participation
in the Biennial Budget process and Five Year Balanced Financial Plan.

Service efforts to shape and maintain Scottsdale as a sustainable community were made in the past year include
enhancements to the quality services we provide for our citizens; contributions made to environmentally and




fiscally sound infrastructure; and, contributions toward building and maintaining a sustainable economic base.
The following are some of the service efforts and accomplishments of City staff during 1997/98:

WestWorld

After in-depth planning, researching and benchmarking, a cross-departmental team received Council
approval in March of 1998 to implement the WestWorld Business Plan. The Business Plan serves to
develop the financial, operational, and strategic focus for WestWorld. It also addresses the many chal-
lenges and opportunities now facing the City as a result of assuming management responsibility and
purchasing the fixed assets of WestWorld effective January 1, 1997.

A partnership was developed with PD Mounted Patrol and WestWorld providing office space for officers
and also providing a police presence on-site at the Administration Office at various hours of the day and
night.

A new automated RV reservation system was installed at WestWorld replacing hand written reserva-
tions. The new system accurately avoids double-booking RV sites; staff can now easily make changes
from one site to another to accommodate guest preferences; provide quick availability of open sites; and
provide reporting on income and RV nights allocated per event.

Environmental Management

Court

Police

Fire

Through the city’s participation in the EPA Green Lights Program, city facilities are being retrofitted with
energy-efficient lighting, resulting in annual reductions of over $100,000 in electric costs.

The city has developed an environmental homepage (www.ecogecko.net) designed to serve both the
city’s employees and citizens. The page describes city environmental activities and provides information
and environmental tips in a fun and user-friendly way.

In two events jointly sponsored by the Pride Committee, the Neighborhood Enhancement Commission,
and city departments, more than 1,400 backyard composters have been sold to Scottsdale residents.
Use of these composters helps to reduce the amount of green waste taken to landfills, and promote
conservation awareness in the community.

Aunique public/private partnership has resulted in the development of an innovative way to reuse waste
glass. The glass is pulverized and then reused in place of sand in a wide variety of ways. Glass is not
accepted in the city’s curbside recycling program, so a drop-off location was created to collect and
process glass from Scottsdale businesses and residents.

Continued to make progress on the Criminal Justice Team Integration project aimed at increasing effi-
ciencies within the Police/Courts/Prosecutor divisions.

Implemented a cashier window at the front counter, to reduce customer wait time and to improve cus-
tomer service.

Implemented a motion filing process to improve customer service.

Produced a new program titled SAVE (Students Against Violent Environment) designed for middle/el-
ementary school students as an educational effort related to violence and components/temptations which
need to be resisted.

The department reinstituted ethics training for all department employees to reconfirm our values and
examine ourselves related to the issue of diversity.

The department implemented the HEAT Unit (High Enforcement Arrest Team) which supports the Patrol
function by increasing opportunities for problem solving in troubled areas of the community.

The Criminal Justice Team is currently acting as the project manager to integrate the Police Records
Management System (RMS) citation, warrants and court calendar/officer court scheduling modules with
the City Court FACTS technology, along with automating the Prosecution Division.

The Insurance Service Organization (ISO) fire service rating for the city improved from a four to three
classification recognizing the numerous improvements that have been made for the citizens and busi-
ness community.

A temporary Fire Station operation was placed in service for the developing area of Scottsdale that
includes Grayhawk, DC Ranch, and some of the greater Pinnacle Peak area including an advanced life
support engine company and an additional unit for wildland brush response.




During early 1998, a new coalition of local education activists and Rural Metro began the process of
evaluating and implementing a new community injury prevention program called “Risk Watch”. The
steering committee consists of representatives from the Scottsdale School District, City Police Depart-
ment, Scottsdale Memorial Health Systems, City Parks and Recreation, Arizona Safe Kids and Rural
Metro.

Municipal Services

The Solid Waste division reorganized and changed collection routes to establish three service areas.
Collections are now 5 days a week versus 4, increasing productivity, efficiency and enhancing customer
service.

Increased the City’s alternative fuel vehicles to 31% of the eligible fleet and completed construction of a
“state of the art” compressed natural gas (CNG) fueling station at the Via Linda Complex. The fueling
station was a joint venture with Southwest Gas; Trillium, USA; and Fleet, resulting in no City capital
outlay.

Field Services completed the 1% phase of a 6 year program of signal light change out to LED’s (light
emitting diode). Cost savings of the program over 10 years estimated to be $584,000 in electrical con-
sumption and maintenance plus an improvement in the safety of signalized intersections.

20,445 tons or 26% of the residential refuse collected was diverted from the landfill by our curbside
recycling program. This represents an average of 708 Ibs. diverted by each residential household.

Financial Services

Negotiated an installment financing agreement for $10 million and prepared to issue another $77 million
of bonds for purchase of 2,685 acres in the McDowell Sonoran Preserve.

Payment processing, previously outsourced, has been brought back to the City to improve the timeliness
and accuracy of posting our customer payments.

Office supplies are now ordered from the Internet and no longer stocked by the warehouse. The City
saves 56% on the retail cost and no longer has to stock 350 items in the warehouse saving about
$30,000 in labor costs.

A City-wide team was formed to assess all the potential impacts of impending deregulation of the electric
industry. A new Energy Management Division will be formed in the Financial Services Department to
coordinate all energy related issues.

Information Systems

Developed spatial technology service delivery applications including: Land Information System (LIS),
now on over 500 desktops throughout the city, and permitting and plan review backflow management;
zoning notifications; automated blue stake requests; and code enforcement.

Introduced Information System’s internal consultant team, providing focused technology expertise to the
operating departments.

Opened the North campus training facility, doubling our organizational capacity to provide technology
learning and eliminating the need for trips between the two campuses for technology classes.
Received international recognition for Scottsdale’s state-of-the-art computing network architecture —
scalable, flexible and secure.

Community Development

Case Fact Sheets, containing summary development request information, were developed and placed
on the Internet for easy community access.

Phase 1 of the Community Development System (CDS) came on-line January 1998. The CDS consoli-
dates all of the independent development tracking systems into one high-tech database and provides on-
line access to case information from pre-application to certificate of occupancy.

Implemented Field Engineering Daily Service Log Tracking System (FEDS) in Access which allows con-
tractors to call in and schedule an inspection. Routes are generated for inspectors the night before and
responses are entered enabling project tracking and history reporting through to the final acceptance
letter.

Implemented a new inspection process incorporating inspection by the Planning Unit before the Tempo-
rary Certificate of Occupancy is issued.




Community Planning

Increased accessibility of city services by opening a Citizen Service Center at Grayhawk (in partnership
with the Paradise Valley School District); expanding the Citizen Service Center internet site and enhanc-
ing the Center at Los Arcos Mall.

Created a number of new opportunities for citizen involvement in the planning process through the initia-
tion of five character area plans, five neighborhood plans, and a new general plan amendment process
which establishes guidelines for neighborhood involvement.

Created the role of a Community Issues Advisor to proactively engage and inform citizens of major City
projects that may impact their neighborhoods and responds to residents’ questions before there may be
an issue or concern. In conjunction with this effort, the Neighborhood Services “Walk the Talk” program
was introduced as an opportunity for staff to visit with residents one-on-one in a more proactive and
informal manner, and inform them of the work and services we provide.

Developed Scottsdale’s Green Building program in partnership with Community Development. The Green
Building Program is a voluntary effort designed to encourage sustainable and healthy building practices
among builders and home buyers. The program provides guidance on energy, building materials, water
and solid waste by suggesting environmentally-friendly options.

Created the Neighborhood Speed Awareness Program — a four step program which relies on direct
citizen involvement aimed at reducing neighborhood traffic speeds.

Transportation

Initiated program “reconstruction” involving major community outreach and alternative evaluation to de-
termine the transportation future of the city.

Began Desert Greenbelt flood control construction (following completion of environmental clearances) to
protect existing and future homes and businesses and the Pima Freeway.

Assisted Arizona Department of Transportation during construction of Pima Freeway through Scottsdale
from Via Linda to Scottsdale Road. Major work between Shea and Princess Drive to begin this year.
Continued deployment of intelligent transportation system (ITS) technology for better traffic manage-
ment throughout the city and region.

Implemented Airport/Airpark agreement to improve financial and operational management of airport.

Community Services

Secured 132 new Section-8 housing vouchers, enrolled senior citizens and worked with the new owner
of a former HUD apartment complex to secure tax credits so an apartment complex could continue to be
an affordable housing project.

In February 1998, the Scottsdale Public Library System introduced “Pegasus”, a web-based library cata-
log which provides full internet access to the public. Twenty-five terminals are available throughout the
four library facilities with plans to add an additional 42 terminals in the next few years to meet public
demand.

Renovation of McCormick-Stillman Railroad Park was completed this past year with the majority of
funds coming from the sale of donated property by the McCormick family. New facilities included an
expanded railroad station, playground, covered snack bar area, train loading platform, restrooms as well
as renovated walkways and grounds. The Scottsdale Railroad and Mechanical Society provided a new
carousel and a clock tower was built in cooperation with Cellular One as another amenity which also
included a cellular tower. Since reopening of the park, train ridership has increased 39% over the previ-
ous year.

In partnership with the Scottsdale Boys/Girls Club, Eldorado Community Center was expanded from
12,000 SF to over 30,000 SF. The renovated and expanded facility is now accommodating Boys/Girls
Club programs which were relocated from their Osborn branch.

In partnership with the Scottsdale Cultural Council, work began on the new Scottsdale Museum of Con-
temporary Art. The City acquired the UA Theater building on Scottsdale Mall and the Cultural Council
raised over $2,000,000 for the renovation of the facility. Renovation of Civic Center Mall grounds has
also begun and both projects should be completed at the end of 1998.

Water Resources

Maintained federal and state environmental quality compliance for all municipal water, wastewater, and
reclaimed water systems to continue providing safe water to our customers.
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» Awarded construction of Water Campus for Phases | and Il (approximately $74 million) assuring imple-
mentation of irrigation and water reuse strategies.

e Awarded construction of the CAP Water Treatment Plant Expansion from 18 million gallons per day
(mgd) to 50 mgd.

« Awarded the construction of the west and north sections of the effluent pumpback system for transmis-
sion to the Water Campus for reclamation opportunities.

» Adopted the updated Water, Water Resources, and Sewer Development Fees providing that new devel-
opment will pay its fair share of growth capital cost.

FOR THE FUTURE

Plans articulated in the 1997/99 Biennial Budget and Five Year Balanced Financial Plan continue to support basic
government services (roads, water, sewer, solid waste management, public transit, parks and recreation, police,
fire, etc.), while building on long-term community priorities established in previous years. The following are the
Critical Objectives identified in Scottsdale’s Strategic Plan for the Biennial Budget period:

» Implement a strategic approach to land use, open space, infrastructure, and development - Inte-
grate recommendations from CityShape 2020 and Scottsdale Visioning into a comprehensive plan for
the development/redevelopment of a sustainable community that preserves and enhances the unique
character of Scottsdale.

* Recognize public safety in the formation of community - Establish a proactive approach in the
pursuit of community security and public safety through the integration of city and community resources.

» Preserve and promote the health, stability and long-term vitality of our neighborhoods - Provide a
sense of community and security, as well as livability, within all Scottsdale neighborhoods.

» Focus on the positive development of youth and social well-being of families and adults of all
ages - Scottsdale will be widely recognized as a “family-friendly” place to live and work, where citizens are
supported in their efforts to safely grow, learn, overcome hardships, achieve full potential and contribute
to the well being of others and the total community.

» Apply creativity and innovation to the organizational structure and the delivery of services - To
fully integrate new technologies into redesigned work systems and processes, ensuring all services are
benchmarked and competitive in both cost and quality, leveraging our capacity to create and innovate.

» Continue to strengthen and enhance our economic and fiscal vitality - The overall target of this goal
is to ensure that Scottsdale continues to enjoy its economic advantage by maintaining a comprehensive
overall Economic Development program which helps the community’s economic base grow at a faster
pace than population growth.

* Seek organizational renewal on a continual basis - This organizational objective seeks to develop a
high performing, learning organization that excels in a rapidly changing world.

» Enhance opportunties for informed community dialogue and involvement - This objective seeks to
enhance the quality and quantity of connections and understanding between City staff and Community
through focused efforts at both the individual and the organizational level.

FINANCIAL INFORMATION

Internal Control. Management of the City of Scottsdale is responsible for establishing and maintaining a system
of internal control. Internal accounting controls are designed to provide reasonable, but not absolute, assurance
regarding: 1) the safeguarding of assets against loss from unauthorized use or disposition; and 2) the reliability
of financial records for preparing financial statements and maintaining accountability for assets. The concept of
reasonable assurance recognizes that: 1) the cost of a control should not exceed the benefits likely to be
derived; and 2) the evaluation of costs and benefits requires estimates and judgments by management.

All internal control evaluations occur within the above framework. The City’s internal accounting controls are
considered to be adequate to safeguard the assets and provide reasonable assurance of proper recording of
financial transactions.
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Single Audit. As a recipient of federal, state, and county financial assistance, the City also is responsible for
ensuring that an adequate internal control structure is in place to ensure compliance with applicable laws and
regulations related to those programs. This internal control structure is subject to periodic evaluation by manage-
ment and the internal audit staff of the City.

As part of the single audit, tests are made to determine the adequacy of the internal control structure, including
that portion related to federal financial assistance programs. The City’s single audit for the fiscal year ended June
30, 1998 provided no instances of material weaknesses in the internal control structure or significant violations of
applicable laws and regulations.

Budgetary Control. The City also maintains budgetary controls. The objective of these controls is to ensure
compliance with budgetary and legal provisions embodied in the annual appropriated budget approved by the
City Council. The level of budgetary control (i.e., the level at which expenditures cannot legally exceed the
appropriated amount) is the total budget, as adopted. In addition to maintaining budgetary control via a formal
appropriation, the City maintains an encumbrance accounting system. Encumbrances are made against appro-
priations upon the release of a purchase order. Outstanding encumbrances are reappropriated in the following
year.

Expenditure budgets are presented on a non-GAAP basis. This basis includes items that are not included on a
GAAP basis, such as encumbrances, and excludes such items as accruals and depreciation.

As demonstrated by the statements and schedules included in the financial section of this report, the City contin-
ues to meet its responsibility for sound financial management.

General Government Functions.  The following schedule presents a summary of the General, Special Rev-
enue, Debt Service, and Capital Projects Funds revenues for the fiscal year ended June 30, 1998, and the
amount and percentage of increases and decreases in relation to prior year revenues.

The increase in General Governmental Revenues was a result of Scottsdale’s continued strong economy. Taxes
and charges for current services (which includes building permits) continued to increase at a double digit rate.
Grants and Special Assessments decreased as a result of a reduction of grant activity and no new assessment
bonds being issued during the fiscal year. Fines and Forfeitures increased as a result of the first full year revenue
of the photo radar program. The increase in the Use of Money and Property category was the result of unrealized
gains in the market value of our investments. Reimbursements from Outside Sources increased due to devel-
oper contributions to the Community Facilities Districts.

Revenues (in thousands of dollars)

Increase
(Decrease) Percentage
1998 From 1997 Increase
Amount Percent Amounts (Decrease)
Classification (000s) of Total (000s) From 1997
Taxes $126,269 52.3% $15,975 14.5%
Intergovernmental 43,475 18.1 2,380 5.8
Grants 6,160 2.6 (1,329) a7.7)
Special Assessments 4,927 2.0 (1,769) (26.4)
Licenses 1,107 .5 - -
Charges for Services 17,229 7.2 3,605 26.5
Fines and Forfeitures 4,274 18 930 27.8
Use of Money
and Property 12,228 5.1 2,325 23.5
Reimbursements from
Outside Sources 5,804 24 723 14.2
Streetlight Districts 558 0.2 53 10.5
Other 18,711 7.8 5,410 40.7
Total $240,742 100.0% $28,303 13.3%
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The following schedule presents a
summary of General, Special Rev-
enue, Debt Service, and Capital

Expenditures
(in thousands of dollars)

Increase

Projects Funds expenditures for the (Decrease)  Percentage
. 1998 From 1997 Increase
fiscal year ended June 30, 1998, and Amount Percent Amounts (Decrease)
the amount and percentage of in- Department (000s) of Total (000s) From 1997
creases and decreases in relation General Government $13,209 5.4% $655 5.2%
to prior year expenditures_ Police 35,093 14.3 4,348 14.1

. . . Financial Services 5,983 2.4 594 11.0
Police expenditures increased be- transportation 5,763 23 (1,788) (23.7)
cause of the cost of the photo radar community Services 36,316 14.8 1,647 438
contract and expenditures for offic- Information Systems 6,118 25 1,223 24.9
ers added under new Police grants. Planning & Development 17,090 7.0 2,681 18.6
Transportation expenditures de- ' _ 11,817 4.8 o1l 8.4
d because of transit costs Municipal Services 7,602 3.1 (1,251) (14.1)
crease . 8 Streetlight Districts 449 2 (74) (14.2)
that were delayed until next fiscal Capital Improvements 61,508 25.0 (12,751) 17.2
year. Information Systems expen- pebt Service 44,725 18.2 5,802 14.9
ditures increased as a result of Total $245,673 100.0% $1,997 8%

NASA grants for advanced technol-

ogy. Increases in Planning and Development are a direct result of Scottsdale’s building boom. Municipal Ser-
vices expenditures decreased because street overlay projects were accelerated in 1996/97 and reduced in 1997/
98. Capital Improvements expenditures decreased because of a reduction of Scottsdale Preserve Authority
activity. Debt Service expenditures increased because of the sale of voter authorized General Obligation Bonds.

General Government Fund Balances.  Fund balances reflect the accumulated excess of revenues and other
financing sources over expenditures and other financing uses for general government functions. Unencumbered
appropriations lapse at the close of the fiscal year and revert to unreserved fund balance. Encumbered amounts
are reported as reservations of fund balance. The following schedule presents increases (decreases) in total
fund balances at June 30, 1998, compared to the prior year.

The General Fund balance increased
primarily as a result of a strong rev-
enue growth. The Highway User
Fund balance increased as a result
of expenditures being delayed until

Total Fund Balances (Deficit)
(in thousand of dollars)

Increase

" Fund June 30, 1997 June 30, 1998 (Decrease)
next f|_scal year. The Grants fund bal- ~5 02 $60,150 $60.253 s o4
ance increased as a result of more  special Revenue:
timely reimbursements of grant ex-  Highway User 149 460 311
penditures. Debt Service fund bal- ~ €ommunity Development © - 6
. d It of Grants 419 495 76
ance increased as a result of prop-  gegiong (227) (234) @
erty tax and other revenues received  pebt Service 6,770 10,953 4,183
in advance of debt service require- _Capital Projects 63,559 87,142 23,583
Total $130,823 $159,069 $28,246

ments. The fund balance for Capital

Projects increased as a result of bond
sales and other revenues that will be
spent on Capital Improvements in
subsequent years.

Proprietary Funds. Scottsdale’s proprietary funds consist of Enterprise Funds and Internal Service Funds. The
Enterprise Funds are comprised of the Water and Sewer Utility Fund, the Airport Fund, and the Solid Waste
Fund. Enterprise Funds are used to account for operations: (a) that are financed and operated in a manner
similar to proprietary (private business) enterprises where the intent is that the cost (expenses, including depre-
ciation) of providing goods or services to the general public on a continuing basis is to be financed or recovered
primarily through user charges, or (b) it has been decided that periodic determination of revenue earned, ex-
penses incurred, and/or net income is appropriate for capital maintenance, public policy, management control, or
accountability.

The Internal Service Funds consist of the Motor Pool Fund and the Self-Insurance Fund. Internal Service Funds
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account for services and/or com- Retained Earnings (Accumulated Deficit)

modities provided by one depart- (in thousands of dollars)
ment or agency to other .depart- Increase
ments or agencies of the City,ona Fund June 30, 1997 June 30, 1998 (Decrease)
cost-reimbursement basis. Water and Sewer Utility $165,761 $196,218 $30,457
This schedule presents retained Aot 1,003 540 (463)
earnings (accumulated deficits) for ;‘”'d vgas:e 7(;5::) 1?853 ;géi
the year compared to the prior year ~ Motr Poo ' ' '
for the Proprietary Funds Self-Insurance (2,168) (2,626) (458)
' Total $5,577 $206,257 $34,105

Retained earnings increase for the

Water and Sewer Utility Fund are

due to a combination of customer base increases, service rate increases and increased usage because of dry
weather. Water and Sewer retained earnings are intended to provide financial reserves for infrastructure repair
and replacement as well as funding for significant infrastructure expansion needs for the future. The Airport
retained earnings decreased because of grant expenses for which revenue had been received previously. Solid
Waste retained earnings increased because of the full revenue affect of the curbside recycling program.

The Motor Pool Fund retained earnings continue to increase because of the City’s policy of requiring operating
transfers to fund new vehicle purchases. The retained earnings will be used to replace these vehicles in subse-
guent years. The Self-Insurance Fund decreased due to a jump in the actuarially determined claims payable.

Fiduciary Fund. The Fiduciary Funds con-
sist of miscellaneous expendable and
nonexpendable trust funds and the Family

Self Sufficiency Fund. Principal
o ) Balance
Debt Administration. At June 30, 1998,  Debit (in thousands of dollars) June 30, 1998
the City had outstanding debt issues of “oeral Obligation Bonds $199,026
$423,076. The chart shows the breakdown.  Revenue Bonds 57,691
During the 1097/98 fiscal year, $20,500,000  eotisdale Muniopa) roperty Corporation Bonds b2
general obligation bonds, $20,000,000 Wa- reserve Authority Bonds ’
ter/Sewer Revenue Bonds, $6,190,000 Special Assessment Bonds 19.671
. . L ! ! T Community Facilities District Bonds 24,310
Community Facility District Bonds were is-  ~j iacts 19 908
sued, as well as $554,000 in contractual debt
Total $423,076

and $10,000,000 in Capital Leases. The City
maintained its Aal bond rating from Moody’s
Investor Service, AA+ rating from Fitch Investors Service, Inc., and AA+ rating by Standard and Poor’s for general
obligation bonds this past fiscal year. This represents the highest combined rating of any City in Arizona. Scottsdale
also received an upgrade in the last fiscal year for Water and Sewer Revenue Bonds. General obligation debt is
serviced by secondary property taxes. Revenue-supported debt is serviced with the user fees associated with
the particular fund activity.

Under Arizona law, cities can issue general obligation bonds for purposes of water, sewer, artificial light, open
space, parks, playground, and recreational facilities up to an amount not exceeding 20 percent of the secondary
assessed valuation of all properties in the City, and general obligation bonds for all purposes other than those
listed up to an amount not exceeding 6 percent of the secondary assessed valuation. At June 30, 1998, the City’s
20 percent debt limitation was $367,810,000, providing a debt margin of $259,010,000, and the 6 percent debt
limitation was $110,343,000, providing a debt margin of $27,213,000.

Cash Management. Cash temporarily idle during the year, excluding that of the Municipal Property Corporation
(MPC), and the Community Facilities Districts, was invested primarily in the State Treasurer’s Local Government
Investment Pool and mutual funds whose portfolios consist solely of U.S. Government Treasury and Agency
securities. In addition, amounts were directly invested in obligations of the U.S. Treasury and its agencies,
demand deposits, and repurchase agreements. The City utilizes a pooled cash concept in order to invest greater
amounts of cash at one time and therefore receives more favorable interest rates. The average yield on pooled




investments for the 1997/98 fiscal year was 5.74 percent, and the average daily investment balance was
$294,094,000.

Scottsdale’s investment policy is to invest all of the City funds at the highest available interest rate, assuring that
all monies are fully secured with emphasis on safety of principal, liquidity, and financial return on principal, in that
order.

Risk Management. The City is exposed to various risks of loss related to public, property, and aviation liability,
and workers compensation. Public liability includes public officials’ errors and omissions, automobile and general
liability. The City is self-insured for the first $1,000,000 of public liability, the first $50,000 of property liability, and
the first $250,000 of workers compensation. Coverage in excess of these respective amounts is provided through
the purchase of commercial insurance. During the fiscal year ending June 30, 1998 there was no significant
reduction in excess insurance coverage. Additionally, settlements for each of the past three fiscal years have not
exceeded the City’s excess insurance coverage amounts.

Scottsdale has an aggressive safety program which promotes employee safety on the job and focuses on risk
control techniques designed to minimize accident-related losses. In addition to the safety program’s preventative
measure, the Risk Management division investigates every claim and arbitrates each loss in order to minimize
the City’s liability exposure.

OTHER INFORMATION

Independent Audit.  City Charter requires an annual audit by independent certified public accountants. The
accounting firm of Deloitte & Touche LLP has been selected by the City Council to audit from 1996 to 1998. The
auditors’ report is included in the financial section of this report.

In addition to this report, the auditors were also contracted to perform the Single Audit of the City’s federal grant
programs. This audit was designed to meet the requirements for non-Federal entities that administer Federal
awards and implement the Single Audit Act amendments of 1996. Due to the size and complexity of the City’s
financial system, the single audit report is issued separately from this financial report. Copies are available upon
request.

Awards. The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City for its comprehensive annual financial
report for the fiscal year ended June 30, 1997, marking twenty-five consecutive years Scottsdale has received
this prestigious award. In order to be awarded a Certificate of Achievement, the City published an easily readable
and efficiently organized comprehensive annual financial report whose contents conform to program standards.
This report satisfied both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. The current report is believed to conform to
Certificate of Achievement program requirements and will be submitted to the GFOA in order to determine its
eligibility for a certificate.

Acknowledgment. The preparation of this report could not have been accomplished without the dedicated
service of the entire staff of the Accounting and Budget division, the assistance of administrative personnel in the
various departments, and through the competent service of our independent auditors. | also wish to express my
sincere appreciation to the City Council, the City Manager, and the Assistant City Managers for their interest and
support in planning and conducting the financial affairs of the City in a responsible and progressive manner.

Respectfully submitted,

James A. Jenkins, General Manager
Financial Services/City Treasurer
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Deloitte &
~ Touche LLp

a Suite 1200 Telephone: (602) 234-5100
29017 Morth Central Avenue Facsimile: (602} 234-5186
Phoenix, Arizona 8501 2-2799

INDEPENDENT AUDITORS’ REPORT

Honorable Mayor

Members of the City Council
City of Scotisdale
Scotisdale, Arizona

We have audited the accompanying general purpose financial statements and the combining and
individual fund and account group financial statements of the City of Scottsdale, Arizona, as of

June 30, 1998, and for the year then ended, listed in the foregoing table of contents. These financial
statements are the responsibility of the management of the City of Scottsdale, Arizona. Qur
responsibility is to express an opinion on these financial statements based on our audit. We did not
audit the financial statements of Scottsdale Water Service Company Limited Partnership which were
combined with the financial statements of Scottswater Company, Inc., a component unit. Those
statements were audited by other auditors whose report was furnished to us, and our opinion, insofar
as it relates to the amounts included for Scottswater Company, Inc., is based solely on the report of the
other auditors.

We conducted our audit in accordance with generally accepted auditing standards and the standards
applicable to financial audits contained in Gevernment Auditing Standards issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstaterment. The
financial statements of Scoltsdale Water Service Company Limited Partnership which were combined
with the financial staternents of Scottswater Company, Inc. a component unit, were not audited in
accordance with Government Auditing Standards and, accordingly, this report does not extend to that
component unit. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, based on our audit and the report of the other auditors, such general purpose financial
statements present fairly, in all material respects, the financial position of the City of Scottsdale,
Arizona, as of June 30, 1998, and the results of its operations and the cash flows of its proprictary fund
types and nonexpendable trust funds for the vear then ended in conformity with generally accepled
accounting principles. Also, in our opinion, based on our audit and the report of other auditors, the
combining and individual fund and account group financial statements of the City of Scottsdale,
Arizona, present fairly, in all material respects, the financial position of each of the individual funds
and account groups as of June 30, 1998, and the results of operations of such funds and the cash flows
of individual proprietary and nonexpendable trust funds for the year then ended in conformity with
generally accepted accounting principles.

Deloitte Touche
Tohmatsu



Our audit was conducted for the purpose of forming an opinion on the general purpose financial
statements and on the combining and individual fund and account group financial statements taken as a
whole. The accompanying financial information listed as supplemental schedules in the foregoing
table of contents is presented for purposes of additional analysis and is not a required part of the
financial statements of the City of Scottsdale, Arizona. The supplemental schedules are also the
responsibility of the management of the City of Scottsdale, Arizona. Such additional information has
been subjected to the auditing procedures applied in our audit of the general purpose, combining, and
individual fund and account group financial statements and, in our opinion, is fairly stated in all
material respects when considered in relation to the financial statements of each of the respective
individual funds and accounts groups taken as a whole,

The statistical data listed in the Statistical Section of the table of contents are presented for purpose of
additional analysis and is not a required part of the general purpose financial statements of the City of
Scottsdale, Arizona. Such additional information has not been subjected to the auditing procedures
applied in the audit of the general purpose financial statements, and, accordingly, we express no
opinion on it

In accordance with Government Auditing Standards, we have also issued a report dated September 23,
1998 an our consideration of the City of Scottsdale, Arizona’s internal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts and grants.

Toue. LLP

September 23, | 9{3






City of Scottsdale, Arizona Exhibit A-1
Combined Balance Sheet - All Fund Types, Account Groups,
and Discretely Presented Component Unit
June 30, 1998 (in thousands of dollars)
with Comparative Totals for June 30, 1997 (Primary Government Only)
Governmental Fund Types
Special Debt Capital
General Revenue Service Projects
ASSETS AND OTHER DEBITS
Cash and Short-Term Investments $ 40,369 $ 2,702 $ 34500 $ 88,739
Investments 20,215 - 430 -
Prepaid Expense - - - -
Receivables
Accrued Interest 639 - 8 714
Privilege Tax 2,273 - - 1,597
Hotel/Motel Tax 368 - - -
Fire Premium Tax 157 - - -
Property Tax 778 - 235 -
Special Assessments - - 20,355 -
State Shared Sales Tax 1,082 - - -
Fuel Tax - 1,320 - -
Grants - 884 - -
Accounts - - - -
Note - - - -
Miscellaneous - - 80 127
Deferred Issuance Costs, Net of Accumulated Amortization - - - -
Due from Other Funds 2,593 - - -
Supplies Inventory 415 - - -
Restricted Cash and Investments - - - -
Equity in Joint Venture - - - -
Property, Plant, and Equipment, Net of Accumulated Depreciation - - - -
Excess Purchase Price over Fair Market Value of Assets Acquired, Net - - - -
Amount Available in Debt Service Funds - - - -
Amount to be Provided for Retirement of General Long-Term Debt - - - -
Total Assets and Other Debits $ 68,889 $ 4,906 $ 55608 $ 91,177
LIABILITIES AND FUND EQUITY
Liabilities
Accounts Payable 431 920 - 2,298
Accrued Payroll 7,090 199 - -
Claims Payable - - - -
Designated Escrow Payable - - - -
Due to Other Funds - 572 - 12
Contracts Payable - Current Portion - - - -
Bond Interest Payable - 604 7,502 -
Bonds Payable - Current Portion - 1,890 13,355 -
Deferred Revenue
Property Tax 664 - 13 -
Special Assessments - - 20,356 -
Other 225 - 3,000 -
Guaranty and Other Deposits - - - 1,540
Other 226 - - 185
Funds Held for Defeasance - - 429 -
Long-Term Debt (Net of Current Portion) - - - -
Total Liabilities 8,636 4,185 44,655 4,035
Equity and Other Credits
Contributed Capital, Net of Accumulated Depreciation - - - -
Investment in General Fixed Assets - - - -
Retained Earnings (Accumulated Deficit)
Reserved for
Water and Sewer System Replacement - - - -
Acquisition and Construction - - - -
Unreserved - - - -
Unreserved Minority Interest - - - -
Fund Balances
Reserved for
Encumbrances 3,190 423 - 13,587
Streetlight Districts 894 - - -
Debt Service - - 10,953 -
Library Acquisitions - - - -
Unreserved 56,169 298 - 73,555
Total Equity and Other Credits 60,253 721 10,953 87,142
Total Liabilities, Equity, and Other Credits $ 68,889 $ 4,906 $ 55608 $ 91,177

SEE NOTES TO FINANCIAL STATEMENTS




Exhibit A-1

(Continued)
Fiduciary Totals Component Totals
Proprietary Fund Types Fund Type Accounts Groups (Memorandum Only) Unit (Memorandum Only)
General General Primary Government Scottswater
Internal Trust and Fixed Long-Term Company, Inc. Reporting Entity
Enterprise Service Agency Assets Debt June 30, 1998 June 30, 1997 June 30, 1998 June 30, 1998
$ 65,819 $ 12,334 $ 10,088 $ - $ - $ 254,551 $ 223,784 3,415 $ 257,966
196 - - - - 20,841 46,839 - 20,841
52 - - - - 52 166 - 52
1,270 133 24 - - 2,788 1,489 1 2,789
- - - - - 3,870 2,846 - 3,870
- - - - - 368 144 - 368
- - - - - 157 186 - 157
- - - - - 1,013 873 - 1,013
- - - - - 20,355 21,364 - 20,355
- - - - - 1,082 1,028 - 1,082
- - - - - 1,320 1,341 - 1,320
- - - - - 884 1,809 - 884
10,162 - - - - 10,162 10,667 - 10,162
- - 4,000 - - 4,000 4,000 - 4,000
548 59 1,118 - - 1,932 3,512 8 1,940
- - - - - - - 614 614
- - - - - 2,593 1,534 - 2,593
- 293 - - - 708 631 - 708
18,786 - - - - 18,786 41,950 - 18,786
23,879 - - - - 23,879 23,943 - 23,879
471,757 15,912 - 1,566,213 - 2,053,882 1,859,582 985 2,054,867
325 - - - - 325 345 409 734
- - - - 10,953 10,953 6,840 - 10,953
- - - - 346,285 346,285 343,890 - 346,285
$ 592,794 $ 28,731 $ 15,230 $ 1,566,213 $ 357,238 $ 2,780,786 $ 2,598,763 5,432 $ 2,786,218
6,485 116 28 - - 10,278 8,826 232 10,510
1,054 390 - - - 8,733 9,051 - 8,733
- 7,848 - - - 7,848 6,367 - 7,848
- - 23 - - 23 15,705 - 23
2,009 - - - - 2,593 1,534 - 2,593
1,259 - - - - 1,259 1,299 - 1,259
2,028 - - - - 10,134 9,373 - 10,134
4,225 - - - - 19,470 18,875 - 19,470
- - - - - 677 3,576 - 677
- - - - - 20,356 21,364 - 20,356
3,815 - 4,160 - - 11,200 4,261 - 11,200
- - 4,562 - - 6,102 2,471 - 6,102
3,939 - - - - 4,350 8,529 - 4,350
- - - - - 429 - 429
68,329 - - - 357,238 425,567 405,013 18,180 443,747
93,143 8,354 8,773 - 357,238 529,019 516,244 18,412 547,431
301,867 11,904 - - - 313,771 288,758 3,600 317,371
- - - 1,566,213 - 1,566,213 1,482,726 - 1,566,213
8,911 - - - - 8,911 8,911 - 8,911
9,875 - - - - 9,875 33,039 - 9,875
178,998 8,473 - - - 187,471 131,626 (274) 187,197
- - - - - - - (16,306) (16,306)
- - 345 - - 17,545 14,703 - 17,545
- - - - - 894 785 - 894
- - - - - 10,953 6,840 - 10,953
- - - - - - 186 - -
- - 6,112 - - 136,134 114,945 - 136,134
499,651 20,377 6,457 1,566,213 - 2,251,767 2,082,519 (12,980) 2,238,787
$ 592,794 $ 28,731 $ 15,230 $ 1,566,213 $ 357,238 $ 2,780,786 $ 2,598,763 5,432 $ 2,786,218




City of Scottsdale, Arizona

Combined Statement of Revenues, Expenditures, and Changes in Fund Balances
All Governmental Fund Types and Expendable Trust Fund

For the Fiscal Year Ended June 30, 1998 (in thousands of dollars)
With Comparative Totals for the Fiscal Year Ended June 30, 1997

Exhibit A-2

Revenues
Taxes - Local
Taxes - Intergovernmental
Grants
Special Assessments
Licenses
Charges for Current Services
Fines and Forfeitures
Use of Money and Property
Developer Contributions
Reimbursements from Outside Sources
Streetlight Districts
Other

Total Revenues

Expenditures

Current Operating Departments
General Government
Police
Financial Services
Transportation
Community Services
Information Systems
Planning & Development
Fire
Municipal Services
Streetlight Districts
Expendable Trusts

Capital Improvements

Debt Service
Principal
Interest and Fiscal Charges

Other

Total Expenditures

Excess (Deficiency) of Revenues
Over Expenditures

Other Sources (Uses)

Operating Transfers In

Operating Transfers Out

Bond Proceeds

Refunding Bond Proceeds

Bond Premium

Payment to Refunded Debt
Escrow Agent

Proceeds of Contract Payable

Proceeds from Sale of Real Estate

Total Other Sources (Uses)
Excess (Deficiency) of Revenues and
Other Sources Over Expenditures

and Other Uses

Fund Balances July 1, 1997
as Previously Reported

Cumulative Effect of Change in Accounting Principle

Fund Balance July 1, 1997
as Restated

Residual Equity Transfer Out
Fund Balances June 30, 1998

SEE NOTES TO FINANCIAL STATEMENTS

Fiduciary Totals
Governmental Fund Types Fund Type (Memorandum Only)
Special Debt Capital Expendable
General Revenue Service Projects Trust June 30, 1998 June 30, 1997
73,305 $ - $ 28,833 $ 24131 $ - 126,269 $ 110,294
26,924 16,551 - - - 43,475 41,095
- 6,160 - - - 6,160 7,489
- - 4,927 - - 4,927 6,696
1,107 - - - - 1,107 1,107
17,229 - - - - 17,229 13,624
4,274 - - - - 4,274 3,344
7,190 - 474 4,401 163 12,228 9,903
- - 1,707 1,294 - 3,001 1,341
- - - 2,803 - 2,803 3,740
558 - - - - 558 505
13,047 64 273 1,776 3,551 18,711 13,301
143,634 22,775 36,214 34,405 3,714 240,742 212,439
13,155 54 - - - 13,209 12,554
33,721 1,372 - - - 35,093 30,745
5,983 - - - - 5,983 5,389
- 5,763 - - - 5,763 7,551
30,827 5,489 - - - 36,316 34,669
5,502 616 - - - 6,118 4,895
17,090 - - - - 17,090 14,409
11,817 - - - - 11,817 10,906
1,299 6,303 - - - 7,602 8,853
449 - - - - 449 523
- - - - 1,787 1,787 1,281
- - - 61,508 - 61,508 74,259
5,181 1,890 18,557 - - 25,628 21,135
280 1,209 17,579 - - 19,068 17,788
- - 29 - - 29 -
125,304 22,696 36,165 61,508 1,787 247,460 244,957
18,330 79 49 (27,103) 1,927 (6,718) (32,518)
- 327 2,891 16,310 - 19,528 21,501
(18,236) (20) 2) (1,853) (600) (20,711) (22,483)
- - 1,067 26,479 - 27,546 52,750
- - 19,900 - - 19,900 -
- - 770 - - 770 -
- - (20,492) - - (20,492) -
- - - 10,000 - 10,000 282
- - - - - - 367
(18,236) 307 4,134 50,936 (600) 36,541 52,417
94 386 4,183 23,833 1,327 29,823 19,899
60,726 335 6,839 64,343 5,212 137,455 117,373
(567) - (69) (784) (82) (1,502) -
60,159 335 6,770 63,559 5,130 135,953 117,373
- - - (250) - (250) -
60,253 $ 721 $ 10,953 $ 87,142 $ 6,457 165,526 $ 137,272




SIN3IN3ILVLS TVIONVYNI4 OL S31ON 33S

61E'6 $ 6IE6 - vSS'L $ ¥SSL $ - $  0ST $ 05T $ - $ GI9T $ SI9T - $ 866T ‘0€ aung
(swoyeq) saouereg pund
vyv'L 69v'L s YEEY ¥Ze'S 066 ¥58 (TT1]) (596) 9se'c 9se'c - pajelsay se
66T ‘T AInc (snoyaq) seouefeg puny
(69) (69) - (69) (69) - - - - - - - a|dioutid Bununodoy ui abuey Jo 19943 aAneINWND
€15, 8es'L 14 £ov'y £6€'S 066 ¥58 (TT71) (596) 9ge'e 9ge'e - paloday Alsnoinaid se
/66T ‘T AInc sadoueleg pung
£VY'C £VY'C - - - - 6vT 6VT - v62'C ¥62'C - pajjaoue) saoueIqINOUT
(899) (€69) (s2) 0zz'e 0€2'2 (066) (es8) 413 596 (5e6'2) (5e6'2) - Sas JBYIO pue
mwhjﬂ_u:mnxm 19AQ $82IN0S IBYI0
pue sanuaAay Jo (Aoualoyaq) sseox3
(882°8) (TTP°e) LLE'S (9gz'y) 690°€ S0E'L (z26'T) (233 960°C (0£92) (¥59°9) (¥20'y) (sasn) s821N0S JBUYIO [eI0L
TESY (osz'8T)  (28L722) - - - (02) (02) - T6S'v (o9gz’sT)  (28L722) nO sigysuel | buesado
(L6Y'ET) 199'vT 91'82 rTr'y) 168'C SOE'L (206'T) 6T 960'C (181°2) 28S'TT €9/'8T uj s1gjsuel | Bunesado
(z6t7'02) (z6t7'02) - (z6v'02) (z6v'02) - - - - - - - 1u8by Mmo1os3
109Q papunjay 0} JuswAed
02902 02902 - 0.9'0¢ 0.9'0¢ - - - - - - - spuog Buipunjey Jo spaadoid
(sesn) s921n0S 18UI0
oze's 818'c (zov's) 95¥'L (6€8) (s62'8) 690'T (29) (T€T'T) (50€) 6TL'E ¥20'y
€V8'TT L08'8.T  0S9°'06T vv0'6 6TY'vE €9V'EY 20T'T €T9°9T STL.T 169T SLL71CT  Tlv'eeT sainypuadx3 [elol
GSLL TSELT 90T'Se 8G9, 298'GT 025°€T T 602°T 012T 96 082 9/€ sabreyd [eosiy pue sasalu|
920'T 829'se ¥59'9¢ 98T 185'8T £v6'6T - 068'T 068'T (09€) 18T's 128'v fediouud
B0IAIBS 103
LTE TL9'L 886'L - - - 8TC £VE'9 T9S'9 66 82€'T 12Y'T $90IAI8S [edidlUNiy
L€ 8T8'TT GS8'TT - - - - - - L€ 8T8'TT GS8'TT aid
- 82€'LT 8ze'LT - - - - - - - 8ze'LT 8ze'LT juawdojanag 7 Buluueld
9/§ 568'S TLY'9 - - - - - - 9.5 §68'S T.%'9 swa)sAg uonewojul
€6€ 9/8'ee 692 - - - LTT EIV'T 0€S'T 9.2 £9v'2€ 6eL'ce S90INIBS AUNWIWoD
99/ 8GL'S v2s'9 - - - 99/ 8G.'S v2s'9 - - - uoipenodsuel
25€ 6v0'9 TO7'9 - - - - - - A<t 6v0'9 TOv'9 S9IIAISS [eroueul
- 62¢'ve 622 - - - - - - - 622've 62e've aollod
129 Y0Z'€T GZ8'eT - - - - - - 129 ¥0Z'€T GZ8'eT JUBWUIBA0D) [BIBUDD
suswredaq Bunelado uauny
sainypuadx3y
(e29'e) S29'T8T  8¥e'S8T (885'T) 08s'e€ 89T'sE (e€) T6S'9T ¥85'9T (200'2) Y6V'TET  96V'EET SaNuUaAdY [eloL
€€ 8eL'T S0L'T (2e) €lC S0E - - - S9 SOv'T 00v'T JEIe)
(921'2) 00g'L 9L¥'6 (1) 01T 11T - - - (G21'2) 06T'L S9€'6 Auadoud pue Asuop Jo asn
(29L'T) V.2 9€0'9 - - - - - - (z92'1) v.12'v 9£0'9 sainyiajio pue saulq
608 622'LT 0Zv'9T - - - - - - 608 622'LT 02v'9T S9DIAISS JUa.LIND Joj sabreyd
(69T) L0T'T 9.2'T - - - - - - (6971) L0T'T 9/2'T EERVERT|
(900'T) 126' €€6'S (900°'T) 126'Y €€6'G - - - - - - S)UBWISSaSSY [e10ads
18T SLy'ey vZe'ey - - - (e€) 185'9T ¥85'9T ¥8T ¥26'9C ov.'9z [eluawiusanobialul - saxe L
L6Y $ G/G'TOT$ 8L0T0T $  (6vS) $ 0.2'8c $ 61882 $ - $ - $ - $  9v0'T $ S0E'€L $ 6GCCL $ [e007 - SOXe L
Sanuanay
(a1qeionejun) len1oy 19bpng (e1qesonejun) [enjoy 19bpng (e1qeionejun) len1oy 19bpng (aIgesonejun) [enioy 19bpng
a|qeloney a|qeloneq a|qeloney a|qeloneq
[ouellep\ aduellep [aouelle\ aduellep

(Aluo wnpuelowsay)

spejoL

Spun4 92IAI3S 193d Spun4 anuanay [e1oads

pung [esauas

€V Halyx3

(s1rejjop Jo spuesnoy} ul) 866T ‘0E SuUNL PapuT JeaA [edsl 8yl 10
Spun4 9d1AIaS 1gad PUe ‘anusnay [eldads ‘[elaus9 - sisegd 1obpng
- lenjoy pue 126png - (s191y9Q) Seouejeg pun4 ul

sabueyd pue sainipuadx3 ‘senuanay Jo JUsWLILIS paulquiod
'UOZIY ‘B[eps109S Jo AID




6YT'€C 19%'T 8TZ'6T $ 2789'TC (z6) $ v.L'Te
vyv'oL L0S'T ¥0L'2L 1E6'VL 68¢'C€T 81919
629'CT ST 8€0'CT 8yt 969 88/'6
ovv'e - G66'C ovv'e - ovv'e
T/8'T - G9G'T T/8'T - T/8'T
0.2'9 - €69'S 0.2'9 - 0.2'9
. R T . R N
8.5V - €25'e 8/S'V 8/G'y -
T8T'T - LIT'T T8T'T 18T'T -
vE8'Y - €€0'S vE8'Y €8y -
290'T - 0LL 290'T - 290'T
087'6 - ¥€6'0T 087'6 - 087’6
819'8 - ¥09°',L 819'8 - 819’8
TSv'ee 29¢'T GgGe'ee 680'TC - 680°'TC
£65'66 v.6'C 226'T6 61996 LB6T'ET zey'es
1622 - 68T'E 1622 162 000'C
- - m - - -
006°CT - 6v'TT 006°CT 006°'CT -
T90'T - 896 T90'T - T90'T
T€6'CT - €68'TT T€6'CT - TE6'CT
1.8 - 80T 1.8 - 1.8
66€'C - vEV'E 66€'C - 66€E‘E
GEE'oT - 891'v'T GEE'oT - GEE'9T
66.'6Y v16'C Yov'Gy $ Geg'or - $ Ge8'oy
866T ‘O dunr 866T ‘'0€ aunr /66T ‘0€ aunr 866T ‘0€ aunr 90IAIBS asudiaiug
Ainu3 buniodey ‘ou| ‘Auedwo) [eusalul

SININILVLS TVIONVNI4 OL S31ON 33S

(sso7) awoou| Bunesado
sasuadx3 Bunelado [e1o0L

uoneziowy pue uonenaideq
S99 aslyouelq
xe] Auadold nai-uj
S1S0D 103.1pU|
suoiresadQ 1sniL
swie|D agueInsul-j|es
uonensiuIWpY adueInsu|-j|as
suoneladQ |0od 010\
suonelado uodiy
suonesado 81seM pIOS
suoneladQ lamas
suoneladQ Jarep

sasuadx3 bunelado

sanuanay Bunelado |e10L

Bsylo

sBuiures 1sa1a1u|

sweiboid Jasn o1 sbuyg

sa94 Uodiy

S99 3ISeMA pljoS

ue|d JUBWIeal ] J19YeMpunolo

uoiNguisig Ja¥e M pawire|day

S99 9IINIBS Jamas

S99 9IINIBS 191e
sanuanay Bunelado

1818MS1100S JusWuIaA09 Arewlid
(AluO wnpuelowsay) 1nun (AluD wnpuelowsa) sadA]l pun4 Arealidoid
sje1o] jusuodwo)d sre1o]
-V Haiyx3

AUQ Wawuianos) Arewlld) /66T ‘0E dunf papud JeaA [edsid ay) Joj s[eio ] aAreredwod Yy

(srejjop JO spuesNOU} UI) 866T ‘0E dUNL PAPUT JEdA [BISIH BY} J0-

1nun wauodwo) parussald A|91810sIqg pue

sadAl pun4 Arealidold ||V - S@ouejeg pun4/(1191)8@ pale|nwnooy) sbulule paurelay ul

sabuey) pue sesuadx3 ‘SENUBASY 4O 1UBWSIRIS PauIquoD

euozIY ‘9[epsNo9s 10 A11D




SINIWILVLS TVIONVYNI4 OL S310N 33S

1/9'68T $  (08591T) $  €9/'€lT $ 1G2'90C $ €'  $ ¥8.°16T $ B66T ‘0€ aunr souejeg pun4
/(o8 pare|nwnody) sbuiuie] paurelay
859'VST (v6v'LT) €62'TVT ZST'2LT 1/5'S G/5°99T pajeisay se /66T ‘T AN souejeg pun4
/(o8 pare|nwnody) sbuiuie] paurelay
(Ger'T) - - (Ger'T) (ztD) (80€T) a|dioulld Bununodoy ul abueyd Jo 1983 sAeINWIND
€80'9ST (v6v'LT) €62'TYT LIS'€LT ¥69'S €88'29T pauodal Aisnoinaid se /66T ‘T AINC 8duefeg pund
/(oa@ pare|nwnay) sbuluie] paurelay
6T0'GE v16 0Lv'ce SOT'vE 968'C 602'TE aoueeg pund/sbulures psurelay u| asealou|
¥0T'S - 260°S ¥0T'S - ¥0T'S [ended painguiuod Ag pannboy
S19SSY paxi4 uo uoneloaidaq ppy
G16'62 v16 8/€'/2 T00'62 968'C S0T'92 awoou| 18N
¥8T'T - 286 ¥8T'T TLE'T (287) uj siaysues] Bunesado 18N
(zopy) - (Toy) (zop) - (zop) QO sigysuel] Bunersdo
98G'T - €8¢'T 98G'T T.E'T ST2 u| siajsuel] Bunelsado
289'S (es9) 8/T'L GET'9 LT9'T 8ISt (sesuadx3) sanusnay BunessdO-uUoN 18N
¥16 - ¥16 ¥16 - v16 Kianooey uonebnl
(T¥e'y) (902) (165'€) (ges'e) - (Ges'e) asuadx3 1saia]
€50'8 €ST 2108 006'L 19/ 6ET'L 3WOJU| JUBWISBAU|
968 $ - $  E¥8'T $ 968 $ 958 $ - $ xe] Auadoid
(sasuadx3) senuanay BunesadO-uoN
866T ‘0€ aunC 866T ‘0€ dunr /66T ‘0€ aunr 866T ‘0€ dunC ERITNEL asudisiug
A1u3g Buniodey ‘ou| ‘Auedwo) feusalu|
191eMS]100S Juswuisno9 \Cm_(:__n_
(AluO wnpuelowsa) 1un (AluO wnpuelowsay) sadAl pun4 Arelaiidoid
s[elol jusuodwo) s[e1ol

AU WawuIan0D Arewiid) /66T ‘0 dUNC papus JeaA [edsi4 ay) 1oj s[elo] aAnesedwo)d Y

(siejjop Jo spuesnouy ul) 866T ‘0E dunC papus JesA [eosld ayj 104

1nun 1wauodwo) pajuasaid Aj91810s1q pue

sadA] pung Arelaudold ||V - seouefeg pun4/(1101ye@ pare|nwnady) sbuiuieq paurelay ul

(panunuo)) sabuey) pue sasuadx3y ‘Sanuansy 0 JUBWSILIS PauIquo)
-V Haiyx3 euo0zZlY ‘8[epsNo9s J0 A1




SININTLVLS TVIONVNI4 OL S3LON 33S

ovv'or $ TSS'T $ GT0'TE $ 688'8E $ GE8'E $ vS0'SE $ sanAnoy Bunesado
Ag papinoid ysed 18N
T62'LT 18 16L'TT 102'LT 126'€ 082'€T syuswisnlpy [el0L
€8 - (¥52) €8 - €8 samjiger JBylo
(v16) - (662'T) (v16) - (v1e) anuanay paueed
28r'T - 69€ 28r'T 28r'T - 8|qehed swie|o
600'C - (029'T) 600°'C - 6002 pund [eJjsus9 01 ang
(9T¥'1) - 8SS'T (9T¥'1) (82¢) (820'1) loiRed paniody
0S0'T (rs) €8G'T vOT'T 76 0T0'T a|qehed sUN0dY
14 - T 14 Ve - Kiojuanu) seliddng
916 () (444 €26 (™) 143 S9|qeAI909Y SNoaUe||9IsIN
0S5 - (108) 0S5 - 0S5 9|geAIaday SJUNoJIJY
:(yseD o (sasn) s821nos)
sanljiqel] pue s}assy ul sabueyd
- - () - - - sBuiure3 1sasaiu|
v16 - - v16 - v16 Kianooay uonebnr
629'CT SYT 8€0°2T v8y'zT 969'C 88.'6 uoneziowy/uonedaidaq
:sanIAnoy bBunesado (104 pasn)
Aq papinold yseD 19N 01 (SsoT) sawoou|
Bunelado aj1ouocday 01 syuswisnlpy
6v1'eC $ L9V'T $ 81Z'6T $ 289'T¢ $ (z6) $ ¥1.'72 $ (sso7) swoou| Bunelsdo
:samAnoy BuneladO woly smoj4 ysed
866T ‘0E aunr 866T ‘0E aunr /66T ‘0 aunr 866T ‘'0E aunr ERIUVELY asudisug
A1u3 Bunioday ou] ‘Auedwo) [eusaiu|
191eMS1100S JUBWUIBA0D Arewlid
(AluO wnpuelowa) 1un (AluD wnpuelowa) sadAl pund Arelandold
s|e1ol jusuodwo)d sfelol
(AuO wBwuIBN0D Arewlld) /66T ‘0E aunrc papul JeaA [edasid ayl Joj sje1o] aAneredwo) Y
(srejjop 4o spuesnoys ul) 866T ‘0E duUN[ PapuI JesA [edsld ayi 104
1un wauodwo) paluasald A|91810sIg pue
‘sadA] pun4 Alelaiidold - SMO|4 yseD J0 1uawalels paulquo)
G-V UQqIyx3 BUOZIY ‘9[epSN09S Jo A1ID

10



SINIW3LVLS TVIONVNI4 OL S31ON 33S

7666 $ 500'€ $ GEEZET $ 6£6'96 $ vEETT $ G098 $ 1ea Jo pug je sjusfeainb3 ysed pue yseo
TEQ'EET 806'C §G9'veT €2.'0€T SIVTT 8vZ'61T parelsay sy
IreaA Jo Buluuibag e syusjeainb3 yse) pue ysed
(Gzr'T) - - (Gzr'T) 1m) (80g'T) a|diound Bununodoy ul 8bueyd Jo 10943 sAIrRINWWND
9G0'GET 806'C §G9'veT 8vT'ZeT 26S'TT 955'02T Tea A jo Buluuibeg
Je sjuajeainb3 yse) pue ysen
(289'c€) 16 089'L (r8L'c€) 658 (ev9've) sisjeninby ysed
pue yse) ul (asealdaq) asealou| 19N
Sov'.L 443 £65'8 180°L 102 08€'9 sanIAdY Bunsaaul
Ag papinoid ysed 1N
TEV'L ¥ST £65'8 L1121 10 9/G9 SIUSWISBAU| UO PBAISOSY SWodU|
0LT 0LT - - - - SJUSWISAAU| JO 3[eS WOJj SPaadold
(96T1) - - (96T) - (961) SIUBWISBAUI JO 8SeyaInd
:SaNIANOY Buisanu] woly smoj4 ysed
(z15'e8) (822'T) (299's€) (v62'T8) (706'S) (068's2) sanARdY Buloueuld pareley pue
[ended Jo4 pasn ysed 18N
000°02 - 5.9°C 000°02 - 00002 SpaaooId puog
vTT - (991) vTT - $TT asuadx3 predaid
- - .6'T - - - a|geAed s10BNUO0D 10} SPa3J0IH
€9v'L2 - 968'8T €9v'L2 - €9v'L2 S934 Juswdojanaq JaMaS pue Jajepm
9zT'T - 182 9zT'T - 9ZT'T SHUN JUSWUIBA0D
Jayl0 woyy suonnquiuo) fended
€€9 - 262'C €€9 - €€9 U010y PareNWNJdY
(otL'€e) (892) (T09'€) (zv6'2) - (zv6'2) 2@ w1 -buo uo pred 1saiamu]
(¥15'2) (0T0'T) (L2¥'S) (¥05'9) - (¥05'9) 198@ wua1-buo uo siuswAed [ediduiid
(¥89'12T) - (6¥72°25) (¥89'12T) (v06'S) (082'STT) wswdinb3 pue Ausdoid
JO uopoNAISUOD pue uopisinboy
:SanIAnoY Buoueulq
pale|ay pue [ende) woiy smoj4 ysed
0v0'z - 6EL'E 0v0'z 122'C (281) samARdY Buoueul [ejded-uoN
(ur pasn) Aq papinold yseo 18N
9G8 - 18T 968 958 - 1sy10
(zov) - (Tov) (zov) - (zov) INQ sigysuel] Bupessdo
985'T $ - $ €8€'T $ 985'T $ TLE'T $ STIZ $ u| sigjsuel] Bunesado
ISaNIANOY
Buioueulq [eyded-uoN woly smoj4 ysed
866T ‘0€ aunr 866T ‘0€ aung /66T ‘0€ aunr 8667 ‘0€ aune ERITVE asndisug
Amu3 Buniodey ou| ‘Auedwo) [eusaiu|
191eMS]100S JuswuIsnoD \Cm_.:_._n_
(AluD wnpuelowsa|y) 1nun (AluO wnpueIoWSsA) sadAl pund Arelandold
s|elol juauodwo) s|elol

(AlUO BWUIBA0D Arewlid) /66T 'OE dUNC papul JeaA [edsid ayi Joj S[e1o] aAnesedwod Y
(srejjop Jo spuesnoy) ui) 866T ‘0E dUNC PAPUT JBSA [BISIH dY} 10

Jun lusuodwo) pajussald A9184asig pue

(abed Buimojjo) uo pue alay panuiuo)) ‘sadA] pun4 Arelaidold - SMo|4 yse) JO 1usawalels paulquo)d
eu0ZIIY ‘9[eps)09s Jo A1D

-V Hayxg

11




SININTLVLS TVIONVYNI4 OL S31ON 33S

6¢G'T $ - $ ¥12'9 $ 625'T 6G¥ $ 0L0°T $
6SY - S0S 6SY 65V - SHUN JUBWUIBA0D) JaYIO WolH
0.0'T - 60L'S 0.0'T - 0.0'T siadojansq woi4
:suonnguuo)
:usawdinb3g
pue ‘ue|d ‘Auadoid 01 suonppy
:sanIAaY BuloueulH
USeOUON Jo ainsojasiqg [eluawsa|ddns
v¥6'66 $ 500’ $ GEE'eeT $ 6£6'96 vee'eT $ S09'v8 $ siuajeainb3 yseo pue yseo [ejoL
98/'8T - TS6'TY 98/'8T - 98/'8T SIUsWIS8AU| pue yse) parosay
(0T¥) (0T¥) - - - - SJUBLISAAU|
Wwa ] -Uoys ul papnjoul sjusfeAinba yseo-uou ssa
895'T8 $ SIV'e $ ¥8€'06 $ €5T'8L veeer ¢ 61899 $ SIUSWISaAU| WS L -HoYS pue ysed
1S9pN[ou| JeaA Jo pul 1y
sjuajeAinb3 ysed pue ysed
866T ‘0E aunr 866T ‘0¢ aunr /66T ‘0 aung 866T ‘0E aunr ERIUVERY aslidisug
Anu3z bunioday ou| ‘Auedwo) [eusau|

191eMS1100S JuswWuIBA09 Arewld
(Alup wnpuelowsan) 1un (Alup wnpueiows) sadA] pun4 Arelandold
s|eyol suodwo)d sfelol

(penunuo?)
G-V HQIux3

(AuQ wBwuUIBA0D Arewlld) /66T ‘0E aunrc papul JeaA [eosiH ay) 1o} sje1o aAneredwo)d Y

(srejjop 4o spuesnoys ul) 866T ‘0E duUN[ PapuI JesA [edsld ayi 104
1un wauodwo) pajuasaid A|91810sIg pue

‘sadA] pun4 Alelaiidold - SMO|4 yseD J0 1uawalels paulquo)
2UOZIIY ‘9/epPSN09S Jo A1ID

12



City of Scottsdale, Arizona

Combined Statement of Revenues and Expenses -
Budget and Actual - Budget Basis - Enterprise Funds
For the Fiscal Year Ended June 30, 1998 (in thousands of dollars)

Revenues
Water Service Fees
Sewer Service Fees
Solid Waste Fees
Airport Fees
Property Rental
Interest Earnings
Operating Transfers In
Other

Total Revenues

Expenses
Water Operations
Sewer Operations
Solid Waste Operations
Airport Operations
Debt Service and Reserves
Operating Transfers Out
Indirect Costs
In Lieu Property Tax
Franchise Fees

Total Expenses

Excess of Revenues
Over Expenses

SEE NOTES TO FINANCIAL STATEMENTS

Exhibit A-6
Enterprise Funds
Variance
Favorable
Budget Actual (Unfavorable)

$44,748 $ 46,825 2,077
16,278 16,335 57
12,750 12,931 181
902 1,061 159

- 72 72

2,496 3,339 843
565 34 (531)
1,382 1,658 276
79,121 82,255 3,134
23,247 21,772 1,475
6,078 5,454 624
10,179 9,993 186
939 1,067 (128)
8,219 7,048 1,171
55 402 (347)
5,810 5,827 an
1,811 1,811 -
3,241 3,241 -
59,579 56,615 2,964
$19542 $ 25,640 6,098
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Notes to
Financial
Statements

For the Fiscal Year
Ended June 30, 1998

City of Scottsdale
Scottsdale, Arizona

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES

The City of Scottsdale (City) was incorporated in 1951. The current City Charter was
adopted in 1961, which established the Council/Manager form of government. The City
provides basic government services to its citizens including roads, water, sewer, solid
waste management, public transit, parks and recreation facilities, police and fire.

The accounting policies of the City conform to generally accepted accounting principles
(GAAP) as applicable to governmental units. The following is a summary of the more
significant policies.

A. Financial Reporting Entity

The financial reporting entity presented in these financial statements consists of the City
of Scottsdale (the primary government) and its component units. The component units
discussed below are included in the City’s reporting entity because of the significance of
their operational or financial relationships with the City.

1. Individual Component Units - Blended
» The City of Scottsdale Municipal Property Corporation (MPC), a non-profit corpo-
ration, was created by the City in 1967 solely for the purpose of constructing,
acquiring and equipping buildings, structures, or improvements on land owned by
the City. The MPC is governed by a Board of Directors appointed by the City
Council. For financial reporting purposes, transactions of the MPC are included
as if it were part of the City’s operations.

* The Scottsdale Preserve Authority (SPA), a non-profit corporation, was created
by the City in 1997 for the purpose of financing land acquisitions for the McDowell
Sonoran Preserve. The City Council must approve the election of the SPA’s Board
of Directors. For financial reporting purposes, transactions of the SPA are in-
cluded as if it were part of the City’s operations.

» Scottsdale Mountain, McDowell Mountain Ranch, DC Ranch, and Via Linda Road
Community Facilities Districts were formed by petition to the City Council in 1992,
1994, 1997, and 1998 respectively. The Districts’ purposes are to acquire and
improve public infrastructure in specified land areas. As special purpose districts
and separate political subdivisions under the Arizona Constitution, the Districts
can levy taxes and issue bonds independently of the City. Property ownersinthe
designated areas are assessed for District taxes and thus for the costs of operat-
ing the Districts. The City Council serves as the Board of Directors. The City has
no liability for the Districts’ debt. For financial reporting purposes, transactions of
the Districts are combined together and included as if they were part of the City’s
operations.

» Separate financial statements of the MPC, SPA and Scottsdale Mountain,
McDowell Mountain Ranch, DC Ranch, and Via Linda Road Community Facilities
Districts may be obtained at the City’s Financial Services Department, Account-
ing and Budget Division, 7447 East Indian School Road, Suite 210, Scottsdale,
Arizona 85251.

2. Individual Component Unit - Discrete

The component unit column in the combined financial statements reflects the financial
data of the City’s other component unit, Scottswater Company, Inc. (the Company) as
described below. The Company is reported as a proprietary fund in a separate column to
emphasize that it is legally separate from the City.

The Company is a non-profit corporation established by the City Council in 1993 to act as
the general partner in the Scottsdale Water Service Company Limited Partnership (the
Partnership). The City Council appoints and approves the Company’s Board of Directors
and nominates Company officers. The Partnership itself manages and operates a Cen-
tral Arizona Project water treatment plant that, in conjunction with other City facilities,
provides water and water services to Scottsdale citizens. All expenses of operating the
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Notes to
Financial
Statements

For the Fiscal Year
Ended June 30, 1998

City of Scottsdale
Scottsdale, Arizona

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (continued)

water treatment plant are paid by the Partnership, and reimbursed by the City via a ser-
vice agreement with the Partnership.

The financial information reported for the Company includes the consolidated activity of
the Company and the Partnership. Both entities have a fiscal year end of December 31;
therefore, the component unit column presents financial statements as of and for the year
ended December 31, 1997. For additional discussion of the Company and disclosures
regarding the amounts presented in the component unit column, refer to Note 19.

Separate unaudited financial statements of the Company, and separate audited financial
statements of the Partnership for the year ended December 31, 1997, may be obtained
from the City’s Financial Services Department, at 7447 E. Indian School Road, Suite 210,
Scottsdale, AZ 85251.

B. Fund Accounting

The accounts of the City are organized on the basis of funds and account groups, each of
which is considered a separate accounting entity. The operations of each fund are ac-
counted for with a separate set of self-balancing accounts that comprise its assets, liabili-
ties, fund equity, revenue, and expenditures or expenses. The various funds are summa-
rized by type in the financial statements. The following fund types and account groups
are used by the City:

Governmental Fund Types

Governmental funds are those through which most governmental functions typically are
financed. The acquisition, use, and balances of the government’s expendable financial
resources and the related current liabilities, except those accounted for in proprietary
funds, are accounted for through governmental funds.

Governmental funds are, in essence, accounting segregations of financial resources.
Expendable assets are assigned to the various governmental funds according to the
purposes for which they may or must be used; current liabilities are assigned to the fund
from which they are to be paid; and the difference between governmental fund assets and
liabilities, the fund equity, is referred to as “Fund Balance”.

The governmental fund measurement focus is on determining financial position and
changes in financial position rather than on net income. The statement of revenues,
expenditures, and changes in fund balance is the main governmental fund operating
statement.

The City's General
Governmental The General Fund is the general operating fund of the City. It is used to
Funds: account for all financial resources except those required to be accounted for

in another fund.

Special Revenue

Special Revenue Funds are used to account for the proceeds of specific
revenue sources (other than expendable trusts or major capital projects) that
are legally restricted to expenditures for specified purposes.

Debt Service

Debt Service Funds are used to account for the accumulation of resources
for, and the payment of, general long-term debt principal, interest, and related
costs.

Capital Projects

Capital Projects Funds account for the resources used to acquire, construct
and improve major capital facilities, other than those financed by proprietary
funds. Capital Projects Funds allow the City to compile project cost data and
demonstrate that legal or contractual requirements regarding the use of the
resources are fully satisfied.
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City of Scottsdale
Scottsdale, Arizona

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (continued)

Proprietary Fund Types

Proprietary Funds account for ongoing activities that are similar to those often found in the
private sector. All revenues and expenses, including capital construction and issuing and
repaying debt, and the assets, liabilities, and equities associated with such business-type
activities, are recorded in proprietary funds. The measurement focus of these funds, in
contrast with the governmental funds, is on determining net income, financial position,
and cash flows.

The City's Enterprise
Proprietary Funds Enterprise Funds account for operations (a) that are financed and
operated in a manner similar to private business enterprises where

the intent of the City is that the expenses of providing goods or
services to the general public on a continuing basis be financed or
recovered primarily through user charges; or (b) where the City has
decided that periodic determination of revenue earned, expenses
incurred, and/or net income is appropriate for capital maintenance,
public policy or management control.

Internal Service

Internal Service Funds account for the financing of goods or services
provided by one department or unit to other departments or units of
the City, on a cost-reimbursement basis.

The Governmental Accounting Standards Board (GASB) is the accepted standard-set-
ting body for establishing governmental accounting and financial reporting principles. GASB
Statement No. 20 requires that proprietary activities apply all applicable GASB pronounce-
ments and certain other pronouncements issued by other standard-setting entities [spe-
cifically, Statements and Interpretations of the Financial Accounting Standards Board
(FASB), Accounting Principles Board Opinions, and Accounting Research Bulletins is-
sued on or before November 30, 1989, unless those pronouncements conflict with or
contradict GASB pronouncements]. The City has the option to apply, to its proprietary
activities, FASB Statements and Interpretations issued after November 30, 1989, unless
the FASB pronouncements conflict with or contradict GASB pronouncements. The City
has elected not to implement FASB Statements and Interpretations issued after Novem-
ber 30, 1989.

Fiduciary Fund Types
Fiduciary funds account for assets held by a governmental unit in a trustee capacity or as
an agent for individuals, private organizations, other governments and/or other funds.

The City's Expendable Trust Funds
Fiduciary Funds The City’'s Expendable Trust Fund accounts for assets held in a trustee
capacity for libraries, the arts, parks, memorials, and other purposes as
designated by the donors or by legal restrictions. Both the principal and

earnings of these expendable trust funds can be expended for the
trusts’ intended purposes. Expendable trust funds use the same flow of
current financial resources measurement focus and modified accrual
basis of accounting used by governmental funds.

Non-Expendable Trust Funds
The City does not have any non-expendable
trust funds as of June 30, 1998.

Agency

Agency funds are purely custodial (assets equal liabilities) and do not
involve measurement of results of operations. The City’s agency fund is
used to record the Family Self-Sufficiency activity.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (continued)

Notes to
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Statements
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Ended June 30, 1998

City of Scottsdale
Scottsdale, Arizona

Account Groups
Account groups are not funds but are sets of self-balancing accounts used to record a
government’s general fixed assets and general long-term debt.

The City’s Account General Fixed Assets
Groups This account group provides a record of all fixed assets of the City,
other than those recorded directly in the proprietary funds.

General Long-Term Debt

This account group provides a record of all unmatured principal of the
City's long-term debt. Community facilities districts debt is included in
this account group as required by generally accepted accounting
principles, since the districts are component units of the City. Long-
term debt that is paid out of the enterprise funds is not recorded in the
general long-term debt account group, but is recorded directly in the
enterprise funds.

C. Basis Of Accounting

The City uses the modified accrual basis of accounting for its governmental and expend-
able trust funds, and for recording the assets and liabilities of the agency fund. Under the
modified accrual basis of accounting, revenue is recorded only when it can be measured
and is available. Available means collectible within the current period or soon enough
thereafter to be used to pay liabilities of the current period. Expenditures are recorded
when the related fund liability is created—that is, when payment for the event or transac-
tion (such as goods received or services rendered) is expected to draw upon current
spendable resources.

Property tax, transaction privilege tax, franchise fees, hotel/motel transient occupancy
tax, and investment earnings are recorded using the modified accrual basis, when such
revenues are both measurable and available. However, licenses and permits, charges
for services, fines and forfeitures, and miscellaneous revenue are recorded as revenue
when received in cash because they are generally not measurable until actually received.

In recording intergovernmental revenue, the City distinguishes between two types. Inthe
first type, the City must expend funds for specific purposes before any revenue is paid to
the City. This type of revenue is recognized based upon appropriate expenditures re-
corded. In the other type, monies are unrestricted as to purpose of expenditure and can
be revoked only if the City fails to comply with certain requirements, e.g., equal employ-
ment opportunity. These revenues are recorded when received, or earlier if they meet the
criteria of being measurable and available.

The proprietary fund types use the accrual basis of accounting. Under accrual account-
ing, revenue is recognized when earned and expenses are recognized when incurred.

D. Budget And Budgetary Accounting

The City prepares a biennial budget that covers fiscal year 1997/98 and 1998/99. The
1997/98 budget appropriation is established and reflected in the financial statements as
follows:

» The City Council formally adopts the budget and legally allocates, or appropri-
ates, available monies for the General Fund, Highway User Fuel Tax Special
Revenue Fund, Debt Service Funds (except for the Community Facilities Dis-
tricts Debt Service Fund), and Enterprise Funds. Therefore, these funds have
appropriated budgets, and budget to actual information is presented.

* The Community Development, Grants, and Section 8 Special Revenue Funds,
Community Facilities Districts Funds, Capital Projects Funds, Internal Service
Funds, and Trust and Agency Funds have non-appropriated budgets. Accord-
ingly, no comparison of budget to actual is presented in the financial statements
for these funds. Budgets for the Community Development, Grants, and Section
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (continued)

8 Funds are established pursuant to the terms of the related grant awards. Bud-
gets for the Community Facilities Districts are established in accordance with
Arizona Revised Statutes, which do not require their inclusion in the City budget
or adoption by the City Council. Budgets for Capital Projects Funds are estab-
lished for individual projects and unexpended funds are re-appropriated each
year until the project is completed and capitalized. Budgets for Internal Service
Funds are established in order to help departments control operational costs.
Budgets for Trust and Agency Funds are established in accordance with the trust/
agency agreements.

* Onor before the second regular Council meeting in May, the City Manager sub-
mits to the City Council a proposed budget for the fiscal year commencing the
following July 1. The budget includes proposed expenditures and the means of
financing them.

»  Two public hearings are held prior to the budget’s final adoption in order to obtain
taxpayer comments.

» Atthe first regular Council meeting in June, the budget is legally enacted through
passage of an ordinance. The ordinance sets the limit for expenditures during
the fiscal year. Additional expenditures may be authorized for expenditures di-
rectly necessitated by a natural or man-made disaster as prescribed in the State
Constitution, Article 9, Section 20. During 1997/98, there were no supplemental
budgetary appropriations to the original budget.

» The expenditure appropriations in the adopted budget are by department. The
maximum legal expenditure permitted for the fiscal year is the total budget as
adopted. Departmental appropriations may be amended during the year.

» Upon the recommendation of the City Manager, and with the approval of the City
Council: (1) transfers may be made from the appropriations for contingencies to
departments; and (2) unencumbered appropriations may be transferred from one
department to another.

* Management control of budgets is further maintained at a line item level within
the department.

» All expenditure appropriations which have not been encumbered lapse at year
end.

Certain differences exist between the basis of accounting used for budgetary purposes
and that used for reporting in accordance with generally accepted accounting principles.
These differences are described in Note 3.

E. Encumbrances

Encumbrance accounting, under which purchase orders, contracts, and other commit-
ments for the expenditure of funds are recorded in order to reserve that portion of the
applicable appropriation, is employed in the governmental and fiduciary fund types. En-
cumbrances are reported as reservations of fund balances since they do not constitute
expenditures or liabilities. Outstanding encumbrances are reappropriated in the following
year. Encumbrances outstanding at the beginning of a fiscal year which were recognized
as budgetary expenditures (but not as GAAP basis expenditures) in the prior year are
recognized as GAAP basis expenditures (but not as budgetary expenditures unless reap-
propriated) in the current year as such expenditures are incurred.

Encumbrance accounting is employed in the proprietary fund types for budget purposes
only.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (continued)
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E. Cash Equivalents

Cash equivalents for purposes of the statements of cash flows are investments (including
restricted assets) in the State of Arizona Local Government Investment Pool, mutual funds,
demand deposits, repurchase agreements, and U.S. Treasury bills and notes with matu-
rities of three months or less at acquisition date.

G. Investments

GASB Statement No. 31 provides that governmental entities may report all investments
at fair value or they may elect to report certain money market investments and participat-
ing interest-earning investment contracts at amortized cost. The City has elected to re-
port all investments at fair value. The City’s policy is to invest in certificates of deposit,
repurchase agreements, direct U.S. Treasury debt, securities guaranteed by the United
States Government or any of its agencies, and the State of Arizona Local Government
Investment Pool (“LGIP”). The LGIP is overseen by the State of Arizona. The fair value of
each share in the LGIP is $1.

H. Inventories

The costs of inventory items are recorded under the consumption method as expendi-
tures when consumed for financial statement purposes. Supplies inventory is included
on the balance sheet of the General Fund and the Motor Pool Internal Service Fund.
Inventories are valued at year-end based on cost, with cost determined using an average
cost method.

|. General Fixed Assets

General fixed assets are all land, buildings, and equipment that have been acquired or
constructed for general governmental purposes. General fixed assets are recorded as
expenditures in the governmental funds when purchased or constructed, and are capital-
ized at historical cost in the General Fixed Assets Account Group.

Contributed (donated) fixed assets are recorded by reference to historical costs of the
donor if recently purchased or constructed, or if such records are not available, at esti-
mated fair market value on the date of receipt.

Itis the City’s policy to include public domain fixed assets, such as roads, bridges, streets,
and similar items in the General Fixed Assets Account Group.

Depreciation is not recorded on general fixed assets.

General fixed assets sold or otherwise disposed of are eliminated from the accounts.

J. Property, Plant, And Equipment - Proprietary Fund Types
Property, plant, and equipment of the Enterprise and Internal Service Funds are recorded
directly in those funds at actual cost, whether purchased or constructed.

Fixed assets contributed (donated) to those funds are recorded by reference to historical
costs of the donor if recently purchased or constructed, or if such records are not avail-
able, at estimated fair market value on the date of receipt.

Contributions of funds from federal, state, or local grants, subdivider infrastructure, and
developer fees restricted for the purpose of purchasing property, plant, or equipment are
recorded as contributed capital.

Depreciation and amortization of all proprietary fund assets are recorded and calculated
using the straight-line method over the following estimated useful lives:

Water System ... 10to 75 Years
SEWET SYSEEIM ... 251050 Years
Buildings and Improvements ...........c.ooevveeiiiiinnnnnn. 25 Years
Land IMProvements .........cooooeeveeiiiiiiiiieeeeeeeeiiieee 25 Years
Machinery and Equipment ...........cccceeiieeiiiiiiiiinnnenn. 20 Years
Motor VEhiCles .........cccccvviiiiiii 3to 10 Years
Furniture, Fixtures, and Office Equipment ......... 510 10 Years
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (continued)

Depreciation of contributed assets is recorded as an expense and is closed to the respec-
tive fund’s contributed capital account.

The excess purchase price over fair market value of assets acquired in the Water and
Sewer Utility Enterprise Fund is amortized on the straight-line method over 20 to 25 years.

When fixed assets of proprietary fund types are disposed of, the cost and accumulated
depreciation or amortization are removed from the accounts, and any resultant gain or
loss is recognized.

K. Transactions Between Funds

Transactions that would be treated as revenue, expenditures, or expenses if they in-
volved organizations external to the governmental unit are accounted for as revenue,
expenditures, or expenses in the funds involved. Transactions which constitute reim-
bursements of a fund for expenditures or expenses initially made from that fund which are
properly applicable to another fund are recorded as expenditures or expenses in the
reimbursing fund and as reductions of the expenditure or expense in the fund that is
reimbursed, except for indirect cost allocations, which are recorded as revenue and ex-
penses in the appropriate funds.

Non-recurring or non-routine transfers of equity between funds are treated as residual
equity transfers and are reported as additions to or deductions from the beginning fund
balance of governmental funds. Residual equity transfers to proprietary fund types are
treated as contributed capital, and such transfers from proprietary fund types are reported
as reductions of retained earnings or contributed capital as is appropriate in the circum-
stances. All other transactions are treated as operating transfers and are included in the
results of operations of both governmental and proprietary fund types.

Indirect administrative costs are allocated to the Enterprise Funds by applying an indirect
cost rate to budgeted costs. The indirect cost rate is the ratio of indirect operating ser-
vices to direct operating services. Indirect operating services are budgetary units that
only support or serve other City units. Direct operating services are budgetary units that
only support or serve the public. Internal Service Fund budgetary units and debt service
costs are excluded from the indirect cost rate calculation.

L. Funds Servicing Long-Term Debt

The City accumulates the resources to pay, and records the payments of principal, inter-
est, and fiscal charges on long-term debt primarily in the City’s Debt Service Funds. The
City's Debt Service Funds consist of five individual debt service funds:

General Accounts for those general obligation bonds that are repaid

Obligation
Municipal Property
Corporation (MPC)

Scottsdale Preserve
Authority

Special
Assessment

Community Facilities
Districts (CFD’s)

through the general resources of the City.

Accounts for bonds issued by the MPC, which are repaid through
collections of transaction privilege tax (sales tax) and other un-
restricted revenues.

Accounts for bonds issued by the SPA, which are repaid through
collections of a two tenths of one percent City sales tax ap-
proved by voters in September 1996 to be used specifically for
this purpose.

Accounts for and services all special assessment bonds, which
are paid via assessments on the property owners.

Accounts for all debt issued by the CFD’s and repaid through
property taxes collected from property owners residing in the
CFD’s. CFD debtisincluded in accordance with generally ac-
cepted accounting principles since the districts are component
units of the City.
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In addition, the City accounts for other debt as follows. Payments of principal and interest
on contracts that are funded by general revenues are recorded in the General Fund.
Payments on bonds funded by Highway User revenues are reported in the Highway User
Fuel Tax Special Revenue Fund. Finally, the Enterprise Funds account for and service
the bonds and contracts paid out of revenues of those funds.

M. Compensated Absences

Compensated absences consist of vacation leave and a calculated amount of sick leave
earned by employees based on services already rendered. Employees may accumulate
up to a maximum number of hours of vacation depending on years of service, but any
vacation hours in excess of the maximum amount unused at year end are forfeited. The
City’s policy is to pay employees for unused accumulated vacation hours at termination or
retirement. Sick leave time can be accumulated without limit. The City’s policy, however,
is that only those employees hired full-time before July 1, 1982 are paid for unused sick
leave at death or retirement. Employees who retire on or after July 1, 1996,and who have
accumulated 300 or more hours of sick leave, may elect to apply the value of the sick
leave toward their City medical plan premiums. The amount of both types of compen-
sated absences expected to be paid using expendable available financial resources is
recorded as a current liability at June 30 in the governmental and proprietary funds. The
City calculates this current amount based on vacation taken and an actuarial valuation
dated January 1, 1998 for medical leave conversion. The remaining noncurrent amount
of compensated absences is recorded in the General Long-Term Debt Account Group
(GLTDAG). There is no long-term liability for compensated absences in the proprietary
funds.

N. “Memorandum Only” Comparative Total Columns

Total columns for the current and prior year for the City (the primary government) are
captioned “memorandum only” to indicate that they are presented only to facilitate finan-
cial analysis. Total columns for the current year only are also presented for the reporting
entity (the City and the discretely presented component unit). Certain reclassifications
have been made to the prior year columns to conform to the 1998 presentation.

Data in the “memorandum only” columns do not present financial position, results of op-
erations, or cash flows in accordance with generally accepted accounting principles. The
totals do not represent consolidated financial information, and interfund eliminations have
not been made.

NOTE 2 - CHANGE IN ACCOUNTING PRINCIPLE

The City implemented Governmental Accounting Standards Board Statement No. 31 for
the year ended June 30, 1998. The statement requires that governmental entities report
investments at fair value. The implementation of this new accounting principle decreased
the City’s total beginning equity by $2,927,545. Table reflects how the $2,927,545 is dis-
tributed by Fund.

(in thousands of dollars)

Fund Beginning Fund Beginning Total
Balance Retained Earnings

General $567 $ - $567
Debt Service:

G.O. Debt Service 20 - 20

MPC Excise Debt 18 - 18

Special Assessment Debt 31 - 31
Capital Projects:

General Obligation Bond Construction 234 234

McDowell Preserve Privilege Tax 122 - 122

Transportation Privilege Tax 136 - 136

All Other Construction 292 - 292
Trust & Agency Fund 82 82
Water and Sewer Utility - 1,308 1,308
Internal Service Funds:

Motor Pool - 49 49

Self-Insurance - 68 68
Total $1,502 $1,425 $2,927
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NOTE 3 - BUDGETARY BASIS OF ACCOUNTING

NOTE 3 - BUDGETARY BASIS OF ACCOUNTING

The City’s financial transactions are presented in accordance with generally accepted
accounting principles (GAAP) in the Combined Statement of Revenues, Expenditures,
and Changes in Fund Balances - All Governmental Fund Types, and in the Combined
Statement of Revenues, Expenses, and Changes in Retained Earnings (Accumulated
Deficit) - Enterprise Fund.

However, the City prepares its budget on a basis which differs from GAAP. Therefore, the
City’'s budget, and essentially the same transactions as shown in the above statements,
are presented in the Combined Statement of Revenues, Expenditures, and Changes in
Fund Balances (Deficits) - Budget and Actual - Budget Basis - General, Special Revenue,
and Debt Service Funds; and in the Combined Statement of Revenue and Expenditures -
Budget and Actual - Budget Basis - Enterprise Fund, but on a budgetary basis, to provide
a meaningful comparison of actual results with the budget.

The major | Funds, activities, and accounts that are not budgeted, or that do not have

differences | appropriated budgets, are appropriately included on the GAAP-basis state-
between the | ments, but do not appear on the budget-basis statements.

GAAP and

budget bases Certain revenues, expenditures, and transfers are accrued on the GAAP

basis but are not recognized in the budgetary year.

Encumbrances are recorded as a reservation of fund balance on the GAAP
basis but as the equivalent of expenditures on the budget basis.

Indirect administrative cost allocations (including in-lieu property tax and
franchise fees) charged to the Enterprise Funds are recognized as rev-
enues and expenses on the GAAP basis but are accounted for as transfers
in or out in the budgetary process.

Capital outlays not recognized as GAAP expenses in the Enterprise Funds
are recognized as expenses for budget purposes.

Debt service principal payments in the Enterprise Funds are not recognized
on the GAAP basis but are recognized as expenses for budget purposes.

Schedules present the adjustments necessary to reconcile total revenues, expenditures,
other sources (uses), and fund balances (deficit) as shown on the GAAP basis statement
to the budget basis statement for the General, Special Revenue, and Debt Service Funds.
(in thousands of dollars).

Special Debt
Total Revenues (in thousands of dollars) General Revenue Service
GAAP Basis - Combined Statement of Revenues,
Expenditures, and Changes in Fund Balances $143,634 $22,775 $36,214
Deduct revenues for which appropriated annual budgets
are not prepared:
Streetlight and Community Facilities Districts (558) - (2,634)
CDBG, Grants, & Section 8 Special Revenue Funds - (6,224) -
Deduct items recorded as revenues for GAAP purposes that are
recorded as operating transfers in from the Enterprise Fund for
budget purposes:
Indirect costs (6,270) - -
Franchise fees (3,440) - -
In-lieu property tax (1,871) - -
Total reconciling items (12,139) (6,224) (2,634)
Budget Basis - Combined Statement of Revenues,
Expenditures, and Changes in Fund Balances -
Budget and Actual Basis $131,495 $16,551 $33,580
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Special Debt
Total Expenditures (in thousands of dollars) General Revenue Service
GAAP Basis - Combined Statement of Revenues,
Expenditures, and Changes in Fund Balances $125,304 $22,696 $36,165
Deduct expenditures of districts/funds for which appropriated
budgets are not prepared:
Streetlight and Community Facilities Districts (449) - (2,746)
CDBG, Grants, & Section 8 Special Revenue Funds - (6,282) -
Items recorded as expenditures for GAAP purposes that are not
recognized for budget purposes:
Deduct increase in compensated absences (270) 5) -
Add reserve for encumbrances at June 30, 1998, recognized as
expenditures for budget purposes 3,190 204 -
Total reconciling items 2,471 (6,083) (1,746)
Budget Basis - Combined Statement of Revenues,
Expenditures, and Changes in Fund Balances -
Budget and Actual Basis $127,775 $16,613 $34,419
Special Debt
Total Other Sources (Uses) (in thousands of dollars) General Revenue Service
GAAP Basis - Combined Statement of Revenues,
Expenditures, and Changes in Fund Balances ($18,236) $307 $4,134
Add items recorded as revenues for GAAP purposes that are
recorded as operating transfers in from the Enterprise Fund for
budget purposes:
Indirect costs 6,270 - -
Franchise fees 3,440 - -
In-lieu property tax 1,871 - -
Deduct items recorded in funds for which appropriated budgets are
not prepared:
Section 8 Special Revenue Fund - Total Other Sources - (133) -
Community Facilities Districts - Total other sources - - (1,065)
Total reconciling items 11,581 (133) (1,065)
Budget Basis - Combined Statement of Revenues,
Expenditures, and Changes in Fund Balances -
Budget and Actual ($6,655) $174 $3,069
Special Debt
Fund Balance (Deficit) at June 30, 1998(in thousands of dollars) General Revenue Service
GAAP Basis - Combined Statement of Revenues,
Expenditures, and Changes in Fund Balances $60,253 $721 $10,953
Add (deduct) total reconciling items previously described for:
Revenues (12,139) (6,224) (2,634)
Expenditures (2,471) 6,083 1,746
Other Sources/(Uses) 11,581 (133) (1,065)
Add canceled encumbrances 2,294 149 -
Deduct July 1, 1997 fund balance of funds for which appropriated
budgets are not prepared:
Community Facilities Districts - - (1,446)
CDBG, Grants, & Section 8 Special Revenue Funds - (186) -
Deduct difference in July 1, 1997 GAAP basis fund balance,
compared to July 1, 1997 budget basis fund balance. (Difference
results from GAAP/budget differences for prior years) (58,470) (260) -
Cumulative Effect of Change in Accounting Principle 567 - -
Total reconciling items (58,638) (571) (3,399)
Budget Basis - Combined Statement of Revenues,
Expenditures, and Changes in Fund Balances -
Budget and Actual $1,615 $150 $7,554
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NOTE 3 - BUDGETARY BASIS OF ACCOUNTING (continued)

Adjustments necessary to reconcile the revenues and expenses for the Enterprise Fund
as presented on the GAAP basis statement to revenues and expenses shown on the
budget basis statement are as follows:

Revenues (in thousands of dollars) Enterprise
GAAP Basis - Combined Statement of Revenues, Expenses, and Changes in Retained
Earnings (Accumulated Deficit)
Operating revenues $83,422
Non-operating revenues - interest 7,139
Litigation Recovery 914
Operating transfers in 215
Total revenues and transfers in 91,690
Deduct operating transfer in to non-budgeted fund (181)
Deduct revenue received for non-budgeted funds (5,454)
Deduct interest earnings on bond funds not recognized as income for budget purposes (3,800)
Total reconciling items (9,435)
Budget Basis - Combined Statement of Revenues
and Expenses - Budget and Actual $82,255
Expenses (in thousands of dollars) Enterprise
GAAP Basis - Combined Statement of Revenues, Expenses, and Changes in Retained
Earnings (Accumulated Deficit)
Operating expenses $61,648
Non-operating expenses - interest 3,535
Operating transfers out 402
Total expenses and transfers out 65,585
Increase (Deduct) items recorded as GAAP expenses that are not recognized as expenses
for budget purposes:
Compensated absences 989
Depreciation and amortization (9,788)
Add items recorded as expenses for budget purposes that are not recognized as expenses
for GAAP purposes:
Capital outlay 191
Encumbrances at June 30, 1998 949
Debt service principal payments 4,225
Deduct expenses related to non-budgeted activity (5,536)
Total reconciling items (8,970)
Budget Basis - Combined Statement of Revenues
and Expenses - Budget and Actual $56,615

NOTE 4 - PROPERTY TAX

Property taxes are recognized as revenue on the modified accrual basis, i.e., when both
measurable and available. Property taxes levied in August, 1998, are not available for
1997/98; accordingly, such taxes will not be recognized as revenue until 1998/99. Prior
year levies were recorded using these same principles, and remaining receivables from
such levies are also recognized as revenue, when available.

The City’'s property tax is levied each year on or before the third Monday in August based
on the previous January 1 full cash value as determined by the Maricopa County Asses-
sor. Levies are due and payable in two installments, on October 1 and March 1, and
become delinquent on November 1 and May 1, respectively. A lien attaches to the prop-
erty on the first day of January preceding the assessment and levy of taxes. Delinquent
amounts bear interest at the rate of 16 percent. Maricopa County, at no charge to the
taxing entities, bills and collects all property taxes. Public auctions of properties which
have delinquent real estate taxes are held in February following the May 1 date upon
which the second half taxes become delinquent.
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Property taxes levied for current operation and maintenance expenses on residential prop-
erty are limited to 1.0 percent of the primary full cash value of such property. In addition,
taxes levied for current operation and maintenance expenses on all types of property are
limited to a maximum increase of 2.0 percent over the prior year’s levy, adjusted for new
construction and annexations.

Property taxes levied to pay principal and interest on bonded indebtedness are not lim-
ited.

NOTE 5 - CASH AND INVESTMENTS

The City maintains a cash and investment pool for use by all funds except the Municipal
Property Corporation and Community Facilities Districts Funds, which have investments
held separately by a trustee.

Deposits
At June 30, 1998, the book value of the City’s deposits was ($8,502,000), and the bank

balance was $2,916,048. The $11,418,048 difference represents outstanding checks
and other reconciling items.

Risk category one cash balances, which are covered entirely through a combination of
federal depository insurance funds and pledged collateral (of which securities are held by
the City's agent in the name of the City), equaled $2,820,555 at June 30, 1998. Risk
category three cash balances, which are collateralized with securities held by the pledg-
ing bank’s trust department or agent but not in the name of the City equaled $95,493 at
June 30, 1998, and were held in the name of the Municipal Property Corporation (MPC).
At June 30, 1998, there were no cash balances in risk category two.

Investments

City Charter, Ordinance, and Trust Agreements authorize the City to invest in obligations
of the U.S. Treasury, U.S. Government agencies, Certificates of Deposit, bankers’ accep-
tances, commercial paper (A-1, P-1), repurchase agreements, mutual funds consisting of
the foregoing, and the State of Arizona Local Government Investment Pool (LGIP). At
June 30, 1998, 100 percent of the funds invested in mutual funds were in funds whose
portfolios consist solely of U.S. Government Treasury and Agency securities.

The City’s investments at June 30, 1998, are summarized below. Risk category one
includes investments that are registered in the name of the City and held by the City’s
agent in the name of the City. Category three includes uninsured and unregistered invest-
ments not held in the name of the City. All category three investments are held by the
MPC’s agent in the name of the MPC. At June 30, 1998, there were no investments in risk
category two. Investments not subject to credit risk classification are not categorized.

(in thousands of dollars) Category
Total

1 3 Fair Value
U.S. Treasury $40,085 $636 $40,721
U.S. Agency Securities 218 430 648
Repurchase Agreements - 27,772 27,772

$40,303 $28,838 69,141
LGIP 159,328
Mutual Funds 61,380
Guaranteed Investment

Contracts 4,208

Money Market Funds 8,623
Total Investments $302,680
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NOTE 5 - CASH AND INVESTMENTS (continued)

Reconciliation of Note 5 to Exhibit A-1
(in thousands of dollars)

Note 5 Exhibit A-1
Total Cash/
Book Value ($8,502) Cash and Short-Term Investments
Total Investments 302,680 General Fund $ 40,369
Total $294,178 Special Revenue Fund 2,702
Debt Service Fund 34,500
Capital Projects Fund 88,739
Enterprise Fund 65,819
Internal Service Fund 12,334
Trust and Agency Fund 10,088
Investments
General Fund 20,215
Debt Service Fund 430
Enterprise 196
Restricted Cash and Investments
Enterprise Fund 18,786
Total (Primary Government) $294,178
Cash and Investments for Scottswater, Inc. are discussed in Note 19.
NOTE 6 - FIXED ASSETS
Summary of changes in general fixed assets (in thousands of dollars).
Balance Transfers/ Transfers/ Balance
June 30, 1997 Additions Deletions June 30, 1998
Land $96,899 $14,693 $(80) $111,512
Buildings and
Improvements 192,232 8,802 (18) 201,016
Streets and Storm Drains 1,116,994 42,223 (2,012) 1,157,205
Machinery and Equipment 36,872 6,562 (39) 43,395
Construction in Progress 39,729 26,528 (13,172) 53,085
Total $1,482,726 $98,808 ($15,321) $1,566,213
General fixed Construction
asset construc- In Progress Commitments Budget
tion in progress
commitments at Streets $24,634 $25,730 $50,364
June 30, 1998, Traffic 561 1,569 2,130
included as a Improvement District 54 1,995 2,049
line item above Drain/Flood Control 17,477 13,702 31,179
were composeci Parks/Recreation 3,041 2,855 5,896
of: Specialty Areas 2,158 9,622 11,780
' Service Facilities 1,214 9,061 10,275
(in thousands Public Safety 301 2,260 2,561
of dollars) Libraries 33 17 50
Transit 3,612 802 4,414
Total $53,085 $67,613 $120,698
Estimated costs LANG <o $16,390
of general fixed
assets contrib- Streets and Storm DrainS .........ccooeevviiiieiiiiin e 906,849
uted to the City . .
through Traffic Signal EQUIPMENt ... 606
June 30, 1998
(in thousands
of dollars)
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NOTE 6 - FIXED ASSETS

A summary of Proprietary funds fixed assets at June 30, 1998.

(in thousands of dollars) Enterprise Internal Service
Land and Land Improvements $23,611 -
Water Rights 40,199 -
Water System 261,711 -
Sewer System 162,225 -
Buildings and Improvements 6,634 $1,448
Motor Vehicles - 23,364
Machinery and Equipment 5,342 857
Furniture and Fixtures 726 24
Construction in Progress 70,253 2,422
570,701 28,115
Accumulated Depreciation (98,944) (12,203)
Net Fixed Assets $471,757 $15,912

Notes to
] . Enterprise and Internal Service Funds construction in progress commitments at June 30,
Financial 1998, included as a line item above, were composed of the following (in thousands of

Statements dollars):

. Construction
For the Fiscal Year

In Progress Commitments Budget
Ended June 30, 1998 )
Enterprise:
. Water System Projects $52,520 $34,685 $87,205
g'ty ofdslcott:c_iale Sewer System Projects 16,475 15,323 31,798
cottsdale, Arizona Airport Projects 1,258 659 1,917
Total $70,253 $50,667 $120,920
Internal Service:
Motor Vehicle Projects $2,422 $1,946 $1,946

Estimated costs of fixed assets contributed to the proprietary funds through June 30,
1998 are as follows (in thousands of dollars):

Water and Sewer Utility Fund Assets:
Water System and Sewer System ...........cccceeeeeenen. $144,810

Fixed Assets for Scottswater, Inc. are discussed in Note 19.

NOTE 7 - LONG-TERM DEBT

The following are brief descriptions of bonds outstanding at June 30, 1998. The totals
shown are the principal amount outstanding, net of the current portion due July 1, 1998.

There are a number of limitations and restrictions contained in the various bond inden-
tures. The City is in compliance with all significant limitations and restrictions.

General Obligation Bonds

General obligation (GO) bonds are issued, after approval by City of Scottsdale voters at
an authorized bond election, to finance the construction of water and sewer systems,
artificial lighting, parks and open spaces, recreational facilities, and general purpose im-
provements. At June 30, 1998, the City had $28,029,500 authorized but unissued GO
bonds. GO bonds are backed by the full faith and credit of the City, and are repaid
through the City’s levying of property (ad valorem) taxes. However, a portion of the City’s
GO bonds are recorded in the Water Enterprise Fund as described below, and are repaid
through revenues of that fund unless such revenues are insufficient.
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General Obligation Bonds

1989 Capital Improvement Project Serial Bonds (Series A issued 1990) due in
annual installments of $970,000 to $1,200,000 through July 1, 2000; interest at 8.5
percent. Original issue amount, $28,785,000

1989 Capital Improvement Project Serial Bonds (Series B issued 1991) due in
annual installments of $740,000 to $1,175,000 through July 1, 2011; interest at 6.0
percent to 8.5 percent. Original issue amount, $19,000,000.

1991 Refunding Bonds due in annual installments of $610,000 to $720,000 through
July 1, 2000; interest at 5.85 percent to 6.2 percent. Original issue amount,
$8,830,000.

1989 Capital Improvement Project Serial Bonds (Series C issued 1992)/Refunding
Bonds due in annual installments of $750,000 to $2,025,000 through July 1, 2012;
interest at 5.25 percent to 7.75 percent. On September 3, 1997, $5,505,000 were
refunded. Original issue amount, $25,055,000.

1993 Refunding Bonds due in annual installments of $1,010,000 to $8,150,000
through July 1, 2009; interest at 4.0 percent to 5.5 percent. $28,399,993 of these
bonds are recorded in and paid out of the Water Fund. Of the total outstanding at
June 30, 1998, $6,278,347 bonds are capital appreciation bonds maturing in 2004
and 2005, of which $4,079,992 are included in the amount paid out of the Water
Fund. The original issue amount for the 1993 Refunding Bonds was $45,015,000.

Bonds
Outstanding
(in thousands

of dollars)

$2,325

6,055

1,400

11,240

44,998

Statements

For the Fiscal Year
Ended June 30, 1998

1989 Capital Improvement Project Serial Bonds (Series D issued 1993) due in
annual installments of $500,000 to $1,475,000 through July 1, 2013; interest at 4.0

percent to 6.5 percent. Original issue amount, $21,000,000. 16,840

City of Scottsdale

Scottsdale, Arizona

1993A Refunding Bonds due in annual installments of $475,000 to $5,560,000
through July 1, 2011; interest at 3.65 percent to 5.1 percent. $1,315,000 of these
bonds are recorded in and paid out of the Water Fund. Of the total outstanding at
June 30, 1998, $3,278,297 bonds are capital appreciation bonds maturing in 2000,
2002, and 2003. The original issue amount for the 1993A Refunding Bonds was
$24,265,000.

1989 Capital Improvement Project Serial Bonds (Series E issued 1994) due in
annual installments of $450,000 to $1,150,000 through July 1, 2014; interest at 5.25
percent to 8.25 percent. On September 3, 1997, $4,325,000 were refunded.
Original issue amount, $14,250,000.

1994 Various Projects Serial Bonds due in annual installments of $475,000 to
$775,000 through July 1, 2005; interest at 5.75 percent to 8.25 percent. On
September 3, 1997, $9,525,000 were refunded. Original issue amount,
$16,000,000.

1995 Storm Sewer, Parks and Pima Road Improvement Serial Bonds (issued
November 1, 1995) due in annual installments of $425,000 to $1,200,000 through
July 1, 2015; interest at 4.65 percent to 7.0 percent. Original issue amount,
$15,000,000.

1989 Capital Improvement Project Serial Bonds (Series H issued January 1, 1997)
due in annual installments of $870,000 to $2,115,000 through July 1, 2016; interest
at 5.0 percent to 7.5 percent. Original issue amount, $27,500,000.

1997 Refunding Bonds (issued August 1, 1997) due in annual installments of
$50,000 to $3,510,000 through July 1, 2014, interest at 4.45 percent to 5.5 percent.
Original issue amount $19,900,000.

1989 Capital Improvement Project Serial Bonds (issued April 6, 1998) due in annual
installments of $445,000 to $1,340,000 through July 1, 2015, interest at 4.3 percent
to 6.5 percent. Original issue amount $20,500,000.

Total General Obligation bonds outstanding

Less General Obligation bonds paid out of Water Enterprise Fund
Net General Obligation bonds outstanding recorded as General Long-Term Debt

23,478

8,175

4,625

13,700

25,790

19,900

20,500

$199,026

(29,715)
$169,311
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HURF Revenue Bonds

Highway User Revenue Fee (HURF) bonds are issued specifically for the purpose of
constructing street and highway projects. These bonds are repaid out of the Special
Revenue Fund by gas tax revenues collected by the State of Arizona and distributed to
cities and towns based on a formula of population and gas sales within each county.

Bonds
Outstanding
(in thousands

of dollars)
1993 Highway User Revenue Refunding Serial Bonds due in annual installments of
$405,000 to $2,990,000 through July 1, 2007; interest at 4.25 percent to 5.5 percent.
Original issue amount, $26,690,000. $21,880

Municipal Property Corporation Bonds
The Municipal Property Corporation (MPC) is a non-profit corporation created by the City
in 1967 to finance the construction or acquisition of certain capital improvement projects.
The MPC issues its own bonds, which are repaid through the City’s excise tax collections
and other unrestricted revenues. The use of property taxes to repay these bonds is
specifically prohibited by law. Most of these bonds are recorded as general long-term
debt. The 1995 MPC Transfer Station bonds and $2,800,000 of the 1996 MPC bonds, as
described below, however, are recorded in and paid out of revenues of the Solid Waste
Enterprise Fund.

Bonds
Outstanding
(in thousands

of dollars)
1987 Municipal Property Corporation Certificates of Participation due in annual
installments of $550,000 to $695,000 beginning July 1, 1997, through July 1, 2001;
interest at 5.9 percent to 6.3 percent. $1,970

1992 Refunding Series Municipal Property Corporation Certificates of Participation
due in semi-annual installments of $55,000 to $1,865,000 through November 1,
2014, interest at 5.0 percent to 6.375 percent. Original issue amount, $47,095,000. 38,710

1993 Municipal Property Corporation Refunding Bonds due in annual installments of
$515,000 to $4,170,000 through July 1, 2005; interest at 4.25 percent to 5.375
percent. Original issue amount, $29,475,000. 25,140

1994 Municipal Property Corporation Refunding Bonds due in annual installments of
$775,000 to $1,080,000 through July 1, 2004; interest at 4.3 percent to 5.15 percent.
Original issue amount, $9,295,000. 5,745

1995 Municipal Property Corporation TPC Land Taxable Excise Tax Revenue Bonds
due in annual installments of $70,000 to $285,000 through July 1, 2015; interest at
7.7 percent to 9.0 percent. Original issue amount, $2,950,000. 2,740

1995 Municipal Property Corporation Transfer Station Excise Tax Revenue Serial
Bonds (issued November 1, 1995) due in annual installments of $160,000 to
$330,000 through July 1, 2010; interest at 4.75 percent to 7.25 percent. These
bonds are recorded in and paid out of the Solid Waste Enterprise Fund. Original
issue amount, $3,500,000. 3,020
1996 Municipal Property Corporation Excise Tax Revenue Bonds for
McCormick/Stillman Park, computers, and curbside recycling (issued July 1, 1996)
due in annual installments of $310,000 to $1,570,000 through July 1, 2004; interest
at 4.4 percent to 5.4 percent. The curbside recycling portion ($2,800,000 issued,
$1,760,000 outstanding) of bonds are recorded in and paid out of the Solid Waste

Enterprise Fund. Original issue amount, $7,550,000. 4,815
Total MPC bonds outstanding $82.140

Less MPC bonds paid out of Solid Waste Enterprise Fund (4,780)

Net MPC bonds outstanding recorded as General Long-Term Debt $77,360

Scottsdale Preserve Authority Bonds

The Scottsdale Preserve Authority (SPA) is a non-profit corporation created by the City in
1997 to finance land acquisitions for the McDowell Sonoran Preserve. The SPA issuesits
own bonds which are repaid through the two tenths of one percent City sales tax ap-
proved by voters in September 1996 to be used specifically for this purpose. SPA bonds
are recorded as general long-term debt and are paid out of the SPA Debt Service Fund.
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NOTE 7 - LONG-TERM DEBT (continued)

Bonds
Qutstanding
(in thousands

of dollars)
1997 Scottsdale Preserve Authority Excise Tax Revenue Bonds due in annual
installments of $170,000 to $1,475,000 beginning July 1, 1998, through July 1,
2020; interest at 7.75 percent to 5.625 percent. Original issue amount $20,500,000. $20,330

Water and Sewer Revenue Bonds

Water and sewer revenue bonds are issued as authorized by the voters for the construc-
tion, acquisition, furnishing and equipping of water and sewer facilities and related sys-
tems. At June 30, 1998, the City had $53,340,000 authorized but unissued water and
sewer revenue bonds. These revenue bonds are collateralized by revenue in excess of
operating and maintenance expenses of the City’s water and sewer utility system, and are
repaid via user charges or fees for service. Property taxes cannot be used to pay the debt
service on these bonds.

Water and sewer revenue bond covenants require that the City accumulate sufficient
reserves to cover the eventual replacement of the water and sewer system. The City has
continued to meet this reserve requirement. At June 30, 1998, the funds reserved for this
purpose were $8,611,102.

Bonds
Outstanding
(in thousands
of dollars)
1992 Water and Sewer Refunding Serial Bonds due in annual installments of
$865,000 to $1,595,000 through July 1, 2000; interest at 5.15 percent to 5.7 percent.
Original issue amount, $8,505,000. $2,460

1989 Water and Sewer Revenue Serial Bonds (Series B issued 1992) due in annual
installments of $165,000 to $410,000 through July 1, 2012; interest at 5.0 percent to
7.5 percent. Original issue amount, $5,000,000. 3,955

1989 Water and Sewer Revenue Bonds (Series C issued 1994) due in annual
installments of $150,000 to $240,000 through July 1, 2005; interest at 5.75 percent to
8.25 percent. $3,005,000 of these bonds were refunded on March 1, 1996. Original
issue amount, $5,000,000. 1,425

1996 Water and Sewer Revenue Refunding Serial Bonds (issued March 1, 1996)
due in annual installments of $325,000 to $1,000,000 beginning July 1, 1997 through
July 1, 2014, interest at 3.5 percent to 5.625 percent. For GAAP financial statement
purposes, these bonds are reported net of the deferred loss on refunding and
deferred issuance costs totaling $669,011 at June 30, 1998. 8,396

1989 Water and Sewer Revenue Bonds (Series D issued November 1, 1997) due in
annual installments of $425,000 to $1,050,000 through July 1, 2017; interest at 4.75
percent to 7.25 percent. Original issue amount $20,000,000. 19,575

Total Water and Sewer Revenue Bonds outstanding $35,811

Special Assessment Bonds

Special assessment bonds are issued by the City on behalf of improvement districts cre-
ated by property owners for a specific purpose, such as to finance local street, water or
sewer improvements, or to acquire an existing water or sewer operation. Property own-
ers in the designated districts agree to be assessed for the principal and interest costs of
repaying the bonds. As trustee for improvement districts, the City is responsible for col-
lecting the assessments levied against the owners of property within the improvement
districts and for disbursing these amounts to retire the bonds issued to finance the im-
provements. The receivables, revenues, and debt service expenses related to these
bonds are recorded in the Special Assessments Debt Service Fund. At June 30, 1998,
special assessments receivable, together with amounts paid in advance and interest to
be received over the life of the assessment period, were adequate for the scheduled
maturities of the bonds payable and the related interest.

These bonds are secured by a lien on the property and improvements of all parcels within
each district. In the event of default by the property owner, the City may enforce auction
sale to satisfy the debt service requirements of the improvement bonds. The City is
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contingently liable on special assessment bonds to the extent that proceeds from auction
sales are insufficient to retire outstanding bonds.

The City Council’'s adopted policy is that special assessment improvement debt is permit-
ted only when the ratio of the full cash value of the property (prior to improvements being
installed) when compared to debt is a minimum of 3 to 1 prior to issuance of debt, and 5
to 1 or higher after construction of improvements. In addition, cumulative improvement
district debt is not permitted to exceed 5 percent of the City’s secondary assessed valua-
tion.

At June 30, 1998, there were 13 separate series of special assessment improvement
bonds outstanding, each series issued as serial bonds to be repaid over 10 years.

Bonds
Qutstanding
(in thousands

of dollars)
Special Assessment Bonds issued November 1, 1988, through September 1, 1994,
maturing January 1, 1999, through January 1, 2005; due in annual installments of
$15,000 to $1,575,000; interest at 4.9 percent to 7.05 percent. Total original issue
amount, $50,195,000. $19,671

Community Facilities Districts General Obligation Bonds

Community Facilities District General Obligation Bonds are issued by community facilities
districts (CFDs), which are special purpose districts created specifically to acquire and
improve public infrastructure in specified land areas. At June 30, 1998, the Scottsdale
Mountain CFD, McDowell Mountain Ranch CFD, DC Ranch CFD, and Via Linda Road
CFD had, respectively, $1,550,000, $1,140,000, $20,000,000, and $3,500,000 of autho-
rized but unissued general obligation bonds. CFD bonds are repaid by ad valorem taxes
levied directly by the districts and collected by the county. Property owners in the districts
are assessed for District taxes and thus for all costs associated with the Districts. The
City has no liability for community facilities district bonds.

CFDs are created only by petition to the City Council by property owners within the district
areas. As board of directors for the CFDs, the City Council has adopted a formal policy
that CFD debt will be permitted only when the ratio of the full cash value of the unim-
proved district property to the proposed district debt, is a minimum of 3to 1, and 5to 1 or
higher after construction of improvements. These ratios are verified by an appraisal paid
for by the CFD and administered by the City. In addition, cumulative debt of all CFDs

cannot exceed 5 percent of the City’s secondary assessed valuation.
Bonds
Outstanding
(in thousands
of dollars)

1993A Scottsdale Mountain Community Facilities District General Obligation Bonds

due in annual installments of $90,000 to $255,000 beginning July 1, 1999 through

July 1, 2017; interest at 5.25 percent to 6.20 percent. Original issue amount,

$3,000,000. $3,000

1993B Scottsdale Mountain Community Facilities District General Obligation Bonds
due in annual installments of $10,000 to $45,000 beginning July 1, 1999 through July
1, 2017; interest at 7.5 percent to 9.5 percent. Original issue amount, $525,000. 525

1994 McDowell Mountain Ranch Community Facilities District General Obligation
Bonds due in annual installments of $305,000 to $660,000 beginning July 15, 2000
through July 15, 2019; interest at 7.5 percent to 8.25 percent. Original issue amount,
$9,105,000. 9,105

1994A McDowell Mountain Ranch Community Facilities District General Obligation
bonds due in annual installments of $195,000 to $395,000 beginning July 15, 2010
through July 15, 2019; interest at 8.0 percent to 8.25 percent. Original issue amount
$2,845,000. 2,845

1995 Scottsdale Mountain Community Facilities District General Obligation Bonds
due in annual installments of $45,000 to $175,000 beginning July 1, 2000 through
July 1, 2019; interest at 7.0 percent to 7.625 percent. Original issue amount
$1,925,000. 1,925

1997 McDowell Mountain Ranch Community Facilities District General Obligation
Bonds due in annual installments of $155,000 to $1,690,000 beginning July 15, 2010
through July 15, 2022; interest at 6.0% to 6.5%. Original issue amount $6,910,000. 6,910

Total Community Facilities Districts General Obligation bonds outstanding $24,310
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Statutory Debt Limitation

Under the provisions of the Arizona Constitution, outstanding general obligation bonded
debt issued for water, sewer, light, parks, and open space purposes may not exceed 20
percent of a city’s net secondary assessed valuation. Outstanding general obligation
bonded debt for all other purposes may not exceed 6 percent of a city’s net secondary
assessed valuation. Accretion on capital appreciation bonds, which is included for GAAP
purposes as outstanding debt, is excluded for this calculation. General obligation bonds
of community facilities districts also are not subject to or included in this calculation. The
following summarizes the City of Scottsdale’s legal general obligation bonded debt bor-
rowing capacity at June 30, 1998 (in thousands of dollars):

General Obligation Bonds Issued

to Provide Water, Sewer, Light, General Obligation Bonds Issued for
Parks and Open Spaces All Other Purposes
20% Constitutional Limit $367,810 6% Constitutional Limit $110,343
Less General Obligation Less General Obligation
N otes to 20% Bonds Outstanding (108,800) 6% Bonds Outstanding (83,130)
Financial Qﬁﬁmfgzgﬁiﬁ?y”a“o” $259,010 g\:rirlmfg%oa;argilt?uon $27,213
Statements

Contracts Payable

For the Fiscal Year The City of Scottsdale has entered into various purchase contracts related to economic
Ended June 30, 1998 | 4eyelopment, acquisition of water system facilities, acquisition of recreational facilities,
airport improvements, and patents. The contract for the acquisition of water system facili-
ties is payable only from the operating revenue of the water and sewer utility system. The
contract for airport improvements will be paid through the forfeiture of future FAA grants.

City of Scottsdale
Scottsdale, Arizona

Contracts payable at June 30, 1998

Contracts
Payable
Payable out of the General Fund (in thousands)

Contract payable to the U.S. Army Corps of Engineers for the construction of flood
control and recreation facilities; due in annual installments through 2032; interest at
5.1 percent. $3,571

Contract payable for the construction of the West Couplet; due in annual installments
through January, 2000; non-interest bearing. 1,011

Contract payable for the construction of public infrastructure relating to the
development of the Scottsdale Fiesta Shopping Center, based on 50 percent of the 1
percent General Fund sales tax collected by the Center; due in annual installments
beginning in May 1996 through 2002; non-interest bearing. 809

Contract payable for the construction of public infrastructure relating to the North
Scottsdale Auto Mall, Inc., based on 50 percent of the 1 percent General Fund sales
tax collected by the Auto Mall; due in semi-annual installments beginning in
September 1997 through 1999; non-interest bearing. 1,756

Contract payable for the construction of public infrastructure relating to completion of
The Dial Corporation new corporate headquarters; due in annual installments
beginning September 1998 through September 2007; non-interest bearing. 440

Contract payable for the construction of public infrastructure relating to Sonora
Village commercial center; due in annual installments beginning September 1998
through September 1999; non-interest bearing. 108

Contract payable for the maintenance of a federal patent; due in three year
installments beginning January 1, 2001 through January 1, 2009; non-interest
bearing. 6

Total Long-Term Contracts Payable from General Fund 7,701
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Contracts
Payable
Payable out of Special Revenue Fund (in thousands)
Contract payable for the purchase of a portion of 2,685 acres of land for the
McDowell Sonoran Preserve; due in fifteen annual installments beginning July 1,
1999 through July 1, 2013; interest from 3.75 percent to 5.0 percent. 10,000
Payable out of the Water and Sewer Utility Fund
Contract for the purchase of Carefree Ranch Water Company water system assets;
due in adjustable annual installments through March 1, 2002; non-interest bearing. 1,213
Payable out of the Airport Fund
Contract payable for airport improvements; due in annual installments beginning
June 1998 through June 1999; interest at 5.8%. 994
Subtotal $19,908
Less Current Portion (1,259)
Total Long-Term Contracts Payable, All Funds $18,649

The following is a summary of debt service requirements to maturity for all long-term
contracts payable. Amounts include contracts paid out of the General Fund, the Special
Revenue Fund, the Water and Sewer Utility Fund, and the Airport Fund.

Total Requirements to Maturity
All Contracts Payable
(in thousands
of dollars) Fiscal Year Ending Total
1999 $5,434
2000 2,311
2001 1,548
2002 1,563
2003 1,230
2004 1,232
2005-2032 14,623
Total all years 27,941
Less amount representing interest (8,033)
Net Amount Outstanding $19,908
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NOTE 7 - LONG-TERM DEBT (continued)

Changes in General Long-Term Debt

The following changes occurred in the General Long-Term Debt Account Group for the
year ended June 30, 1998. General long-term debt excludes all bonds and contracts
recorded in and paid out of the Enterprise Fund (in thousands of dollars).

Scottsdale
General HURF Municipal Preserve Special Compen-
Obligation Revenue Property Authority Assessment Contracts sated
Bonds @ Bonds Corp Bonds Bonds Bonds Payable Absences Total

Balance

July 1, 1997 $172,860 $23,770 $83,895 $20,500 $23,690 $12,829 $13,186 $350,730
New Debt Issued 27,410 10,554 37,964
Refunding Debt

Issued 19,900 19,900
Debt Refunded (19,355) (19,355)
Debt Retired

During Year (1,490) (4,019) (5,682) (11,191)
Current Year

Accretion on Capital

Apprec. Bonds 946 - - - - - - 946
Change in

Compensated

Absences Liability (6,511) (6,511)
Debt to be Retired

July 1, 1998 (8,140) (1,890) (5,045) (170) (15,245)
Balance

June 30, 1998 $193,621 $21,880 $77,360 $20,330 $19,671 $17,701 $6,675 $357,238

@ Includes Community Facilities District Debt

Changes in Enterprise Funds Long-Term Debt
The following table summarizes all changes in bonds and contracts recorded in and paid
out of the Enterprise Funds during the year ended June 30, 1998.

(in thousands of dollars) Solid Waste
Water and Sewer Utility Fund Airport Fund Fund
Water and Municipal
General Sewer Water and Total Water Property
Obligation Revenue Sewer and Sewer Airport Corporation
Bonds Bonds Contracts Utility Fund Contract Bonds
Balance at July 1, 1997 $29,902 $18,432 $1,762 $50,096 $994 $5,485
New Debt Issued - 20,000 - 20,000
Amortization of Deferred Loss
and Issuance Costs - 79 - 79 - -
Debt Retired - - (814) (814) (994) -
Current Year Accretion on
Capital Appreciation Bonds 633 - - 633 - -
Debt to be Retired July 1, 1998 (820) (2,700) - (3,520) - (705)
Balance at June 30, 1998 $29,715 $35,811 $948 $66,474 $- $4,780

Debt Service Requirements to Maturity

Table summarizes debt service requirements to maturity for all bonds payable as of June
30, 1998. Amounts include both general long-term debt and debt paid out of the Enter-
prise Fund.

(in thousands of dollars)

Water and Scottsdale
Fiscal General HURF Sewer Municipal Preserve Special Community
Year Obligation Revenue Revenue Property Authority Assessment Facilities
Ending Bonds Bonds Bonds Corp Bonds Bonds Bonds District Bonds Total
1999 $20,842 $3,103 $4,819 $12,236 $1,670 $4,491 $1,861 $49,022
2000 21,615 3,102 3,981 12,244 1,655 4,286 2,215 49,098
2001 22,114 3,104 3,058 12,271 1,638 4,150 2,217 48,552
2002 21,971 3,103 3,034 10,430 1,620 3,044 2,212 45,414
2003 22,024 3,109 2,986 10,454 1,605 2,708 2,210 45,096
2004-Maturity 185,894 12,520 39,833 57,423 29,492 4,483 40,686 370,331
294,460 28,041 57,711 115,058 37,680 23,162 51,401 607,513
Less amount
representing
interest (95,434) (6,161) (21,900) (32,918) (17,350) (3,491) (27,091) (204,345)
Net Amount
Outstanding $199,026 $21,880 $35,811 $82,140 $20,330 $19,671 $24,310 $403,168

35



NOTE 7 - LONG-TERM DEBT (continued)

Notes to
Financial
Statements

For the Fiscal Year
Ended June 30, 1998

City of Scottsdale
Scottsdale, Arizona

Advance Refundings

On September 3, 1997, the City issued $19,900,000 General Obligation Refunding Bonds,
Series 1997 dated August 1, 1997, with an average interest rate of 5.36%, to advance
refund $5,505,000 of outstanding 1989 General Obligation Series C bonds (issued 1992)
with an average interest rate of 5.75%, $4,325,000 of outstanding 1989 General Obliga-
tion Series E bonds (issued 1994) with an average interest rate of 5.86%, and $9,525,000
General Obligation Series 1994 bonds (issued 1994) with an average interest rate of
6.0%. The net proceeds of $20,491,667 (after premium of $769,644 and payment of
$177,977 in underwriting fees, insurance, and other issuance costs), were used to pur-
chase U.S. Government securities. The securities were deposited in an irrevocable trust
with an escrow agent to provide for all future debt service payments on the refunded
bonds until the refunded bonds are called (repaid by the trustee) on July 1, 2002. As a
result, the total $19,355,000 refunded 1989 Series C, 1989 Series E and Series 1994
bonds are considered to be defeased and the liability for those bonds has been removed
from the City’s long-term debt account group.

The City advance refunded the bonds to reduce its total debt service payments over the
next 17 years by approximately $667,700 and to obtain an economic gain (difference
between the present values of the debt service payments on the old and new debt) of
$585,900.

In prior years, the City refinanced other bond issues through the issuance of refunding
bonds. The proceeds from the refunding bonds have been deposited in irrevocable trusts
at commercial banks and invested in U.S. Government securities which, together with
interest earned thereon, will provide amounts sufficient for future redemption or payment
of principal and interest of the issues refunded.

The assets, liabilities, and financial transactions of all of these trust accounts and the
liability for refunded (defeased) bonds are not reflected in the financial statements of the
City.

The table reflects refunded debt outstanding at June 30, 1998, and net of any amounts to
be paid or retired by the trustee on July 1, 1998 (in thousands of dollars).

Refunded in Year Ended June 30, 1998

1989 General Obligation Series C (1992) Bonds $ 5,505
1989 General Obligation Series E (1994) Bonds 4,325
General Obligation Series 1994 Bonds 9,525

$19,355

Refunded in Prior Years

1989 General Obligation Series A (1990) Bonds $7,885
1989 General Obligation Series B (1991) Bonds 10,720
1991 General Obligation Refunding Bonds 4,345
1989 Water Revenue Series A Bonds 5,420
1989 Water Revenue Series C Bonds 3,005

$31,375

Long-term Debt for Scottswater Company, Inc. is discussed in Note 19.
NOTE 8 - RETIREMENT AND PENSION PLANS

All full-time employees of the City, the Mayor, and City Council are covered by one of three
pension plans. All full-time City employees, except public safety personnel, participate in
the Arizona State Retirement System, a multiple-employer cost sharing pension plan. All
public safety personnel participate in the Public Safety Personnel Retirement System,
which is an agent multiple-employer pension plan. The Mayor and Council participate in
the Elected Officials’ Retirement Plan, a multiple-employer cost sharing pension plan. All
three pension plans are administered by the State of Arizona.

36



Notes to
Financial
Statements

For the Fiscal Year
Ended June 30, 1998

City of Scottsdale
Scottsdale, Arizona

NOTE 8 - RETIREMENT AND PENSION PLANS (continued)

Arizona State Retirement System

Plan Description

All full-time City employees (except public safety personnel) participate in the Arizona
State Retirement System (System), a multiple-employer cost sharing defined benefit pen-
sion plan. The System was established by the State of Arizona to provide pension ben-
efits for employees of the state and employees of participating political subdivisions and
school districts. The System is administered in accordance with Title 38, Chapter 5, of the
Arizona Revised Statutes. The system provides for retirement, disability, health insur-
ance premium benefits, and death and survivor benefits. The Arizona State Retirement
System issues a publicly available financial report that includes financial statements and
required supplementary information for ASRS. That report may be obtained by writing to
Arizona State Retirement System, P. O. Box 33910, Phoenix, AZ 85067-3910, or by call-
ing 1-800-621-3778.

Funding Policy
The Arizona Revised Statutes (A.R.S.) provide statutory authority for determining the

employees’ and employers’ contribution amounts as a percentage of covered payroll.
Employers are required to contribute at the same rate as employees. Although the stat-
utes prescribe the basis of making the actuarial calculation, the Arizona legislature is able
to legislate a contribution rate other than the actuarially determined rate. The actuarially
determined contribution rate for the years ended June 30, 1998, 1997, and 1996 were
3.54% (3.05% retirement and .49% long-term disability) 3.69% and 3.85%, respectively
for both employers and employees. The City’'s contributions to ASRS for the years ending
June 30, 1998, 1997, and 1996 were $1,929,437, $1,813,772, and $1,559,559, respec-
tively, equal to the required contributions for each year.

Public Safety Personnel Retirement System

Plan Description

All of the City’s public safety personnel (police officers) participate in the Public Safety
Personnel Retirement System (PSPRS), an agent multiple-employer defined benefit pen-
sion plan. PSPRS was established by Title 38, Chapter 5, Article 4 of the Arizona Revised
Statutes to provide pension benefits for public safety employees of certain state and local
governments. The PSPRS is jointly administered by the fund manager and 162 local
boards. PSPRS provides retirement benefits, as well as death and disability benefits.
The Public Safety Personnel Retirement System of the State of Arizona issues a publicly
available financial report that includes financial statements and required supplementary
information. That report may be obtained by writing to Public Safety Personnel Retire-
ment System, 1020 East Missouri Avenue, Phoenix, AZ 85014 or by calling (602) 255-
5575.

Funding Policy
The System is funded through a member contribution of 7.65% of gross payroll, an em-

ployer contribution set by an actuarial valuation expressed as a percent of gross payroll,
and a distribution of the net earnings of the Fund. The City’s current contribution rate is
6.94% of annual covered payroll, consisting of 10.80% for normal cost and (3.86%) for
amortization of unfunded actuarial accrued liability. Contribution rates for 1997 and 1996
were 9.95% and 9.66%, respectively.

Annual Pension Cost

For 1998, the City’s annual pension cost of $1,169,392 for PSPRS was equal to the City’s
required and actual contributions. The required contribution was determined as part of
the June 30, 1997 actuarial valuation using the individual entry-age actuarial cost method.

The actuarial assumptions include (a) a rate of return on the investment of present and
future assets of 9.0% per year compounded annually, (b) projected salary increases of
6.5% per year compounded annually, attributable to inflation and other across-the-board
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factors, and (c) additional projected salary increases ranging from 0.0% to 3.0% per year,
depending on age, attributable to seniority/merit. Included in (b) is an inflation component
of 5.5%. The actuarial value of PSPRS assets was determined using techniques that
smooth the market value of assets over a 4-year period. PSPRS’s unfunded accrued
liability is being amortized as a level percent of projected payroll on an open basis. The
remaining amortization period at July 1, 1997 was 20 years.

Three-Year Trend Information for PSPRS
(in thousands of dollars)

Annual
Fiscal Year Pension Percentage of APC Net Pension
Ending Cost (APC) Contributed Obligation
1996 $1,206 100% $0
1997 1,317 100 0
1998 1,169 100 0

Schedule of Funding Progress for
Public Safety Personnel Retirement System
(in thousands of dollars)
(6)

Unfunded
AAL
2) as a
1) Entry Age 3) 4) (5) Percentage
Actuarial Actuarial Actuarial Percent Unfunded Annual of Covered
Valuation Value of Accrued Funded AAL Covered Payroll
June 30 Assets Liability (AAL) D/(2) 2-@1 Payroll (4)/(5)

1996 $45,490 $42,244 107.7% $(3,246) $12,617 -%
1997 54,611 46,315 117.9 (8,296) 13,443 -

Elected Officials’ Retirement Plan

Plan Description

The City’s Mayor and Council participate in the Elected Officials’ Retirement Plan (EORP),
a multiple-employer cost sharing defined benefit pension plan. The EORP was estab-
lished and is administered by the State of Arizona to provide pension benefits for state and
county elected officials, judges, and certain City-elected officials. The fund manager of
the PSPRS is also the administrator for the EORP. EORP provides retirement benefits,
as well as death and disability benefits. The Elected Officials’ Retirement Plan issues a
publicly available financial report that includes financial statements and required supple-
mentary information for EORP. That report may be obtained by writing to Elected Offi-
cials’ Retirement Plan, 1020 East Missouri Avenue, Phoenix, Arizona 85014 or by calling
(602) 255-5575.

Funding Policy
Covered employees are required by state statute to contribute an amount equal to 7

percent of gross salary. Incorporated city or town employers are required to contribute an
amount sufficient to meet both the normal cost of a level-cost method attributable to the
EORP, plus the amount required to amortize the unfunded accrued liability for the em-
ployer. Such amount is to be determined each year by actuarial valuation and paid as a
level percent of compensation. The contribution requirements for plan members are
established and may be amended by the Fund Manager, a five member board. The City’s
rates for fiscal years ended June 30, 1998, 1997, and 1996 were 12.64%, 14.76%, and
15.76%, respectively. The City’s contributions to EORP for the years ending June 30,
1998, 1997 and 1996 were $13,955, $16,294, and $18,172, respectively, equal to the
required contributions for each year.
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NOTE 9- OTHER POST-EMPLOYMENT BENEFITS

NOTE 9- OTHER POST-EMPLOYMENT BENEFITS

In addition to the pension benefits described in Note 8, the City provides an option of
post-retirement health care benefits, in accordance with Chapter 14 of the City Code. At
retirement, employees with medical leave accumulated prior to September 6, 1976 are
eligible for payment of medical leave at one hundred percent cash value at current rate of
pay. Employees hired before July 1, 1982 can elect to receive cash equal to fifty percent
of the first five hundred twenty hours of unused medical leave plus twenty-five percent of
all hours in excess of five hundred twenty. The conversion rate is the employee’s average
hourly base pay rate for the five years immediately preceding retirement. Any retiring
employee with 300 or more hours of accumulated medical leave, who chooses to remain
on the city medical plan, may elect to apply the value of the sick leave to the employee’s
portion of the health care premiums, up until age 65. The value of the accumulated
medical leave shall be calculated at the employee’s hourly rate of pay at the time of
retirement.

The number of participants as of the actuarial valuation date, January 1, 1998, was four.
The actuarially determined projected liability, as of January 1, 1998, for medical conver-
sion and annual service cost, were $2,340,562 and $174,259, respectively. Of this liability,
$1,883,009 is reflected in the General Long-Term Debt Account Group, $544,570 is re-
corded in various other funds, and the remaining balance will be reflected on the City’s
June 30, 1999 financial statements. Significant actuarial assumptions include a) mortality
rates based on the 1983 Group Annuity Mortality Table set back 1 year for males and no
set back for females, b) interest compounded 4.0 percent annually, c) salaries increase at
a rate of 3.0 percent per annum, d) projected unit credit cost method based on participant
data as of January 1, 1998.

NOTE 10 - SEGMENTS OF ENTERPRISE ACTIVITIES

Water and sewer, airport, and solid waste are four major services provided by the City
which are financed by user charges and are of such significance as to warrant disclosure
as segments of enterprise activities. Segment information as of and for the year ended
June 30, 1998, was as follows (in thousands of dollars):

Water and
Sewer
Utility Airport Solid Waste Total
Operating Revenue $69,430 $1,061 $12,931 $83,422
Depreciation and Amortization 8,972 599 217 9,788
Operating Transfers In - 181 34 215
Operating Transfers (Out) (402) - - (402)
Operating Income (Loss) 21,547 (1,219) 1,446 21,774
Net Income (Loss) 25,952 (1,062) 1,215 26,105
Contributions
Developers 1,070 - - 1,070
Development Fees 27,463 - - 27,463
Other Government Units - 1,126 - 1,126
Property, Plant, and Equipment
Additions 111,865 3,915 - 115,780
Net Working Capital 66,854 (2,924) 1,012 64,942
Total Assets 567,609 17,583 7,602 592,794
Long-Term Debt (Net of Current
Portion) and Other Liabilities:
Payable From Operating
Revenue 63,549 - 4,780 68,329
Payable From Other Sources 7,753 1 - 7,754
Total Equity 483,645 14,531 1,475 499,651
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NOTE 11 - CONTRIBUTED CAPITAL
During the year ended June 30, 1998, Enterprise Funds’ contributed capital increased by
the following amounts (in thousands of dollars):

Water and
Source Sewer Utility Airport Solid Waste Total
Development Fees $27,463 - - $27,463
Subdividers 1,070 - - 1,070
Federal Government -

Capital Construction - $1,126 - 1,126
Less Depreciation (4,506) (599) - (5,105)
Total Change 24,027 527 - 24,554
Contributed Capital

July 1, 1997 263,400 13,464 $449 277,313
Contributed Capital

June 30, 1997 $287,427 $13,991 $449 $301,867

The Internal Service Fund’s contributed capital increased by $459,000 as a result of Mo-
tor Pool assets contributed from other City funds.

NOTE 12 - RISK MANAGEMENT

The City is exposed to various risks of loss related to public, property, and aviation pre-
mises liability, and workers compensation. Public liability includes public officials’ errors
and omissions, automobile and general liability. The City is self-insured for the first
$1,000,000 of public liability, the first $50,000 of property coverage and the first $250,000
of workers compensation. Coverage in excess of these respective amounts is provided
through the purchase of commercial insurance. During the fiscal year ending June 30,
1998 there was no significant reduction in excess insurance coverage. Additionally, settle-
ments for each of the past three fiscal years have not exceeded the City’s excess insur-
ance coverage amounts.

The City reports its self-insurance activity in its Self-Insurance Internal Service Fund.
Claims liabilities are reported whenit is probable that a loss has occurred and the amount
of the loss can be reasonably estimated. The claims liabilities amount recorded in the
accompanying financial statements is based on reported pending claims, estimates of
claims incurred but not yet reported, actuarial reports and historical analysis. All claims
liabilities are reported at their present value, which has been calculated using a 6 percent
discount rate:

Year Ended June 30

Summary of
changes in the 1998 1997
claims liability for .
the past two Claims payable,.JuIy. 1 $6,367 $5,998
fiscal years Current year cIa!ms incurred 4,574 2,512
Current year claim payments (3,093) (2,143)
(inthousands | Claims payable June 30 $7,848 $6,367

of dollars)
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NOTE 13 - INTERFUND TRANSFERS AND INTERFUND ASSETS/LIABILITIES

NOTE 13 - INTERFUND TRANSFERS AND INTERFUND ASSETS/LIABILITIES

Net operating transfers by fund (in thousands of dollars):

Operating Transfers Out Operating Transfers In
From: To:
General $18,236  Special Revenue
(HURF Maintenance) $194
Special Revenue
(Section 8) 133
Debt Service
(MPC) 955
Capital Projects
(All Other Construction) 15,663
Internal Service
(Motor Pool) 791
Notes to Internal Service
Financial (Self-Insurance) 500
Statements Special Revenue Internal Service
(HURF) 20 (Motor Pool) 20
For the Fiscal Year ) ) .
Ended June 30, 1998 Debt Service Capital Projects
(CFD’s) 2 (CFD's) 2
City of Scottsdale Capital Projects Debt Service
Scottsdale, Arizona (MPC) 65 (MPC) 31
Enterprise
(Solid Waste) 34
Capital Projects Enterprise
(Transportation Privilege Tax) 181 (Airport) 181
Capital Projects Debt Service
(Preserve Authority) 1,608 (Preserve Authority) 1,608
Enterprise Capital Projects
(Water & Sewer) 402 (All Other Construction) 345
Internal Service
(Motor Pool) 57
Trust & Agency 600 Debt Service
(MPC) 297
Capital Projects
(All Other Construction) 300
Internal Service
(Motor Pool) 3
Total $21,114  Total $21,114
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NOTE 13 - INTERFUND TRANSFERS AND INTERFUND ASSETS/LIABILITIES (continued)

Notes to
Financial
Statements

For the Fiscal Year
Ended June 30, 1998

City of Scottsdale
Scottsdale, Arizona

Individual funds having amounts due from or due to other funds at June 30, 1998:

(in thousands of dollars) (in thousands of dollars)
Receivable Fund Amount Payable Fund Amount
General $2,593 Special Revenue
Community Development $186
Section 8 386
Capital Projects
Special Assessments 12
Enterprise
Airport 2,009
Total $2,593 Total $2,593

NOTE 14 - DEFICITS IN FUND BALANCE/FUND EQUITY/EXCESS OF EXPENDI-
TURES OVER APPROPRIATION

The Section 8 Housing Fund had a deficit fund balance of ($234,000) caused by a deficit
transferred from Maricopa County when the administration of the program was trans-
ferred to City of Scottsdale. Since January 1998, the Fund has generated a surplus.
Program administrators expect this trend to continue and anticipate eliminating the fund
deficit within three years.

The Special Assessments Bond Construction Fund had a deficit fund balance of ($12,000)
which will be reimbursed by bond proceeds.

The Self-Insurance Fund had an accumulated deficit of ($2,626,000) caused by higher
than anticipated insurance claims. The deficit is being eliminated by property taxes levied
for reimbursement of tort judgments.

NOTE 15- CONTINGENT LIABILITIES

The City is a party to several lawsuits incidental to its normal operations. Management,
with concurrence of the City Attorney, and outside legal counsel, is of the opinion that
settlement of these lawsuits will not have a material effect on the financial position of the
City. Therefore, no specific provision has been reflected in the accompanying general
purpose financial statements for these matters.

NOTE 16 - COMMITMENTS AND SUBSEQUENT EVENTS

a InJuly 1991, the City amended a ten-year agreement with Rural/Metro Corpora-
tion (Rural/Metro) whereby Rural/Metro will provide fire protection and related
services to the City to June 30, 2001. Payments to Rural/Metro amounted to
$11,379,000 for the year ended June 30, 1998. The annual amount due to Rural/
Metro in fiscal year 1999 will approximate $12,221,000.

b The City has a Service Agreement with the Scottsdale Cultural Council (Council)
that provides that the Council will manage the arts and cultural affairs within the
Scottsdale community for a ten-year period, automatically renewable for two five-
year periods. In return, the City will pay service fees to the Council based on the
Service Agreement between the City and the Council. Payments to Scottsdale
Cultural Council amounted to $2,140,129 for the year ended June 30, 1998. An-
nual amounts due in fiscal year 1999 will approximate $2,204,000.

¢ The City has an operating and maintenance agreement, and a separate service
agreement with Scottsdale Water Service Company Limited Partnership (Part-
nership). Under these agreements, City staff operate the Partnership’s water
treatment facility which processes Central Arizona Project water to regulatory
quality standards and furnishes this water to the City for distribution to City cus-
tomers. The City reimburses the Partnership for all operating and debt service
costs associated with the water treatment plant, and must maintain a $300,000
equipment replacement and repair reserve.
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NOTE 16 - COMMITMENTS AND SUBSEQUENT EVENTS (continued)

d Total costs reimbursed by the City to the Partnership in 1997/98 were $2,913,158.
At termination of the agreement in 2008, the City will have the option to purchase
the water treatment plant and other assets from the Partnership. For further
discussion of the Partnership and Scottswater Company, Inc., a component unit
of the City, see Note 19.

e OnJuly 9, 1998 the Scottsdale Preserve Authority issued $77,000,000 of Excise
Tax Revenue Bonds, Series 1998, to finance the purchase of a portion of 2,685
acres of land for the McDowell Sonoran Preserve. The bonds are payable over
25 years at interest rates between 4.50% and 6.00%.

f  In connection with the Waterfront Area Redevelopment Plan, the City has en-
tered into two garage lease agreements in order to provide unrestricted public
parking. One lease has an initial term of 50 years with rent commencing upon
opening of the garage. The lease is payable over 30 years in the amount of
$31,375,000, plus interest at 9.14% per annum, subject to an interest rate buy
down option. The exclusive funding source for the lease payments will be new
retail sales tax revenues generated by the Nordstrom department store, and the

Notes to multi-level retail bridge linking Nordstrom to Fashion Square, as well as increased

Financial retail sales tax revenues (over 1995) from Fashion Square. Lease payments are
to begin October 1998.

Statements

The second lease has an initial term of 50 years with rent commencing upon
opening of the garage. The lease is payable over 25 years to a maximum amount
of $7,700,000, plus interest at 9% per annum. The exclusive funding source for
City of Scottsdale the lease pgyments will be new retail sales tax revenues generated t_)y new Wa-
Scottsdale, Arizona terfront businesses other than Nordstrom, the retail bridge, and Fashion Square.
The City will become liable for the payments once a certificate of occupancy is
issued and the garage is open to the public.

For the Fiscal Year
Ended June 30, 1998

g The City has entered into several agreements whereby it will reimburse busi-
nesses for development fees or the construction costs of certain public infra-
structure improvements. The City does not become liable for the reimbursements
until construction is complete. The funding source for the reimbursements will
come from new tax revenues generated by the businesses. The City’s maximum
liability under these agreements is $3,119,618.

h  The City of Scottsdale began addressing Y2K issues in 1996, and has developed
a project plan to ensure business continuation into the next millennium. The City’s
Executive Team and the City’s Technology Board provide full support to the City’s
Y 2K Project Office. A working group comprised of departmental and major divi-
sion representatives has also been established to assist the Y2K Project Office.
All work plans and contingency planning is premised upon project completion,
testing, and re-evaluation of risks before the year 2000.

Staff is concurrently working on all phases of the Y2K project plan, and have
progressed through the Awareness and Assessment phases and currently are
focused on Remediation, Validation and Implementation efforts for known Y2K
problems. Contingency Plans are also underway for critical business processes.
As required by GASB proposed Technical Bulletin No. 98-a, the City is develop-
ing a process to identify year 2000 compliance costs for the next reporting period.

NOTE 17 - JOINT VENTURE

The City participates with the cities of Phoenix, Glendale, Mesa, and Tempe in the Multi-
City Subregional Operating Group (SROG). SROG was formed pursuant to the Joint
Exercise of Powers Agreement (JEPA) in order to govern the construction, operation, and
maintenance of jointly used sewage treatment and transportation facilities. The facilities
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NOTE 17 - JOINT VENTURE (continued)

Notes to
Financial
Statements

For the Fiscal Year
Ended June 30, 1998

City of Scottsdale
Scottsdale, Arizona

include the 91st Avenue Wastewater Treatment Plant, the Salt River Outfall Sewer, the
Southern Avenue Interceptor, and related transportation facilities. The City of Phoenix
acts as lead agency and is responsible for the planning, budgeting, construction, opera-
tion, and maintenance of the facilities. In addition, the City of Phoenix provides all man-
agement, personnel, and financing arrangements and accepts federal grants on behalf of
the participants. JEPA requires each city to pay for its share of the actual cash costs of
operating and maintaining the facilities based on relative sewage flows and strengths.

The City records its share of SROG’s cash operating expenses, and its equity in the joint
venture in the City’s Water and Sewer Utility Fund. For the year ended June 30, 1997 (the
latest audited information available from SROG), the City’s net investment in SROG was
$23,436,868. SROG’s net cash operating expenses for the year ended June 30, 1997
was $19,810,404, of which the City’s share was 8.6 percent, or $1,703,040. For the year
ended June 30, 1998, the City paid SROG $442,912 for capital contributions (which in-
creased the City’s net investment in SROG), and $3,005,074 for operating expenses.

The Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 1997 for
the Multi-City Subregional Operating Group (the latest SROG CAFR available), may be
obtained from the Arizona Municipal Water Users Association, 4041 N. Central Avenue,
Suite 900, Phoenix, AZ 85012.

NOTE 18 - RELATED ORGANIZATION

The Industrial Development Authority (Authority) is a non-profit corporation established by
the City in 1984 to promote industry and develop trade by inducing manufacturing, indus-
trial and commercial enterprises to locate and remain in Scottsdale. The Board of Direc-
tors of the Authority is appointed by the City Council; however, the City’s accountability for
the authority does not extend beyond making the appointments.

NOTE 19 - SCOTTSWATER COMPANY, INC. COMPONENT UNIT DISCLOSURES

Scottswater Company, Inc. (the Company) is a non-profit corporation established by the
City Council in 1993 to act as the general partner in the Scottsdale Water Service Com-
pany Limited Partnership (the Partnership.) The City Council appoints and approves the
Company'’s Board of Directors and nominates Company officers. The Partnership itself
manages and operates a Central Arizona Project water treatment plant that, in conjunc-
tion with other City facilities, provides water and water services to Scottsdale citizens. All
expenses of operating the water treatment plant are paid by the Partnership, and reim-
bursed by the City via a service agreement with the Partnership.

The Company receives 1 percent of the Partnership’s annual income, and will receive 53
percent of the Partnership’s net assets upon dissolution of the Partnership. Therefore,
the financial information reported in the component unit column in the combined financial
statements includes the consolidated financial data of the Company and the Partnership.
This information, reported as a proprietary fund type, is presented in a separate column to
emphasize that the Company is legally separate from the City.

The Company and Partnership have a fiscal year end of December 31; therefore, the
component unit column presents financial statements as of and for the year ended De-
cember 31, 1997. The financial statements for the City of Scottsdale Enterprise Fund for
the year ended June 30, 1998 include a $1,452,146 reimbursement paid to the Partner-
ship for expenses of operating the water treatment plant for the six months ended June
30, 1998. This amount is not reflected in the consolidated financial statements of the
Company due to the difference in year end. The amount represents revenue to the Part-
nership and will be reflected in the consolidated financial statements of the Company for
the year ending December 31, 1998.

Cash and Investments
At December 31, 1997, the book value of the Company’s deposits and the bank balance
were both $97,177.
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NOTE 19 - SCOTTSWATER COMPANY, INC COMPONENT UNIT DISCLOSURES (continued)

Notes to
Financial
Statements

For the Fiscal Year
Ended June 30, 1998

City of Scottsdale
Scottsdale, Arizona

Risk category one cash balances, which are covered entirely through federal depository
insurance funds, equaled $97,177 at December 31, 1997. At December 31, 1997, there
were no cash balances in risk category two or three.

Investments

Investments consist of amounts held by the trustee for the purpose of satisfying various
debt service obligations of the Partnership. Investments at December 31, 1997 are stated
at fair value and are summarized below. All of the investments are categorized in risk
category three.

(in thousands of Risk
dollars) Category 3 Fair Value
Risk category three U.S. Treasury Notes $327 $327
includes uninsured U.S. Treasury Bills 83 83
and unregistered $410 410
investments not held
in the name of the Money Market Funds 2,908
Partnership. Invest-
ments not subject to Total Investments $3,318
credit risk classifica- L o
tion are not catego- Reconciliation to Exhibit A-1
rized. Deposits $97
Short-Term Investments 3,318
Total Cash & Short-Term Investments $3,415

Fixed Assets

The Company’s records its land, land improvements, and equipment at cost. Land im-
provements and equipment are depreciated in accordance with the IRS Accelerated Cost
Recovery System using the straight-line method with recovery periods of 18 years for
land improvements, and 5 years for equipment. Generally accepted accounting prin-
ciples require that the cost of an asset be depreciated over its useful life using the straight
line method of depreciation. The difference between the IRS Accelerated Cost Recovery
System using the straight-line method, and straight line depreciation as required by gen-
erally accepted accounting principles, is immaterial, and therefore no adjustments have
been made to the Company’s fixed asset accounts. The excess purchase price over fair
market value of assets acquired by the Company is amortized using the straight-line
method over 15 years.

Summary of the Land and Land Improvements $616

Company’s fixed Equipment 24,849

assets at 25,465
December 31, 1997

(in thousznﬁs 0; Accumulated depreciation (24,480)
ollars

Net Fixed Assets $985
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NOTE 19 - SCOTTSWATER COMPANY, INC. COMPONENT UNIT DISCLOSURES (continued)

Notes to
Financial
Statements

For the Fiscal Year
Ended June 30, 1998

City of Scottsdale
Scottsdale, Arizona

Long-Term Debt

The land, improvements and equipment were principally financed from the proceeds of
tax-exempt variable interest rate industrial development bonds, with an original face amount
of $25,000,000, issued by the Industrial Development Authority of the City of Scottsdale,
Arizona. The nonrecourse bonds, which are insured by the Municipal Bond Insurance
Association, are payable in varying installments to July 1, 2008. At December 31, 1997,
the interest rate on these bonds was 3.95 percent and the weighted average interest rate
during 1997 was 3.81 percent. These bonds pay interest at a variable rate and reprice
monthly. Thus, the cost of the bonds is a reasonable estimate of fair value.

. S“m”?ary of debt Debt Service Requirements to Maturity
service requirements to

maturity for the above 1998 $ 1,808
bonds payable as of 1999 1,855
December 31, 1997 2000 1,903
(in thousands of 2001 1,953
dollars): 2002 2,009
2003-2008 13,508
23,036
Less amount representing interest (4,856)
Net amount outstanding $18,180

Operating Lease

During 1997, the Partnership incurred $52,037 of expense under an operating lease for
the land on which the water treatment plant is located. The Partnership leases the land
from the City. The remaining term of the lease is 36 years, expiring in December 2034.
However, the Partnership can terminate the operating lease in 2008, which is when the
service agreement between the Partnership and the City expires. The lease amount is
renegotiated on an annual basis.

Subsequent to December 1996, the Partnership entered into a sublease with the City
whereby the City will sublease land from the Partnership in order to construct expansion
facilities at the plant. Sublease payments will equal the lease payments of the subleased
premises. The sublease terminates on the same date as the operating lease.
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City of Scottsdale
Scottsdale, Arizona

General Fund

The General Fund accounts for the revenue and expenditures neces-
sary to carry out basic governmental activities of the City, such as
police protection, fire protection, recreation, planning, legal services,
administrative services, etc. Appropriations are made from the fund
annually. The fund will continue to exist indefinitely.

Revenue for this and other funds is recorded by source, i.e., taxes,
licenses, service charges, etc. Expenditures are recorded first by char-
acter, then by program, and then by object of the expenditure.

General Fund expenditures are made primarily for current day-to-day
operating expenses and operating equipment. Capital expenditures
for large-scale public improvements, such as buildings, parks, or
streets, are accounted for primarily in the Capital Projects, Special
Revenue, or Enterprise Funds.
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City of Scottsdale, Arizona Exhibit B-1
General Fund

Balance Sheet

June 30, 1998 (in thousands of dollars)

ASSETS
Cash and Short-Term Investments $ 40,369
Investments 20,215
Receivables
Accrued Interest 639
Privilege Tax 2,273
Hotel/Motel Tax 368
Fire Premium Tax 157
Property Tax 778
State Shared Sales Tax 1,082
Due from Other Funds 2,593
Supplies Inventory 415
Total Assets $ 68,889
LIABILITIES AND FUND BALANCE
Liabilities
Accounts Payable $ 431
Accrued Payroll 7,090
Deferred Revenue
Property Tax 664
Other 225
Other 226
Total Liabilities 8,636

Fund Balance
Reserved for

Encumbrances 3,190
Streetlight Districts 894
Unreserved 56,169
Total Fund Balance 60,253
Total Liabilities and Fund Balance $ 68,889

SEE NOTES TO FINANCIAL STATEMENTS
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City of Scottsdale, Arizona Exhibit B-2
General Fund

Statement of Revenues, Expenditures,

and Changes in Fund Balance

For the Fiscal Year Ended June 30, 1998 (in thousands of dollars)

Revenues

Taxes - Local $ 73,305
Taxes - Intergovernmental 26,924
Licenses 1,107
Charges for Current Services 17,229
Fines and Forfeitures 4,274
Use of Money and Property 7,190
Streetlight Districts 558
Other 13,047

Total Revenues 143,634

Expenditures
Current Operating Departments

General Government 13,155
Police 33,721
Financial Services 5,983
Community Services 30,827
Information Systems 5,502
Planning & Development 17,090
Fire 11,817
Municipal Services 1,299
Streetlight Districts 449
Debt Service

Principal 5,181
Interest and Fiscal Charges 280

Total Expenditures 125,304

Excess of Revenues Over Expenditures 18,330

Other Sources (Uses)
Operating Transfers Out (18,236)

Total Other Uses (18,236)

Excess of Revenues Over Expenditures
and Other Uses 94

Fund Balance July 1, 1997
As Previously Reported 60,726

Cumulative Effect of Change in Accounting Principle (567)

Fund Balance July 1, 1997
As Restated 60,159

Fund Balance June 30, 1998 $ 60,253

SEE NOTES TO FINANCIAL STATEMENTS




50

City of Scottsdale, Arizona Exhibit B-3
General Fund

Schedule of Revenues, Expenditures, and Changes in

Fund Balance - Budget and Actual - Budget Basis

For the Fiscal Year Ended June 30, 1998 (in thousands of dollars)

Variance
Favorable
Budget Actual (Unfavorable)
Revenues
Taxes - Local $ 72,259 $ 73,305 $ 1,046
Taxes - Intergovernmental 26,740 26,924 184
Licenses 1,276 1,107 (169)
Charges for Current Services 16,420 17,229 809
Fines and Forfeitures 6,036 4,274 (1,762)
Use of Money and Property 9,365 7,190 (2,175)
Other 1,400 1,465 65
Total Revenues 133,496 131,494 (2,002)
Expenditures
Current Operating Departments
General Government 13,825 13,204 621
Police 34,229 34,229 -
Financial Services 6,401 6,049 352
Community Services 32,739 32,463 276
Information Systems 6,471 5,895 576
Planning & Development 17,328 17,328 -
Fire 11,855 11,818 37
Municipal Services 1,427 1,328 99
Debt Service
Principal 4,821 5,181 (360)
Interest and Fiscal Charges 376 280 96
Total Expenditures 129,472 127,775 1,697
Excess of Revenues
Over Expenditures 4,024 3,719 (305)
Other Sources (Uses)
Operating Transfers In 18,763 11,582 (7,181)
Operating Transfers Out (22,787) (18,236) 4,551
Total Other Sources (Uses) (4,024) (6,654) (2,630)
Excess of Revenues and Other
Sources Over Expenditures and
Other Uses - (2,935) (2,935)
Encumbrances Cancelled - 2,294 2,294
Fund Balance July 1, 1997 - 2,256 2,256
Fund Balance June 30, 1998 $ - $ 1,615 $ 1,615




City of Scottsdale, Arizona Exhibit B-4
General Fund

Schedule of Revenues - Budget and Actual - Budget Basis

For the Fiscal Year Ended June 30, 1998 (in thousands of dollars)

Variance
Favorable
Budget Actual (Unfavorable)
Taxes - Local
Property $ 9,047 $ 9,052 $ 5
Transaction Privilege 50,912 52,005 1,093
Transient Occupancy 6,569 6,640 71
Light and Power Franchise 4,011 3,769 (242)
Cable TV Franchise 1,264 1,406 142
Salt River Project In-Lieu 281 276 (5)
Fire Insurance Premium 175 157 (18)
72,259 73,305 1,046
Taxes - Intergovernmental
State-Shared Sales 12,797 12,537 (260)
State Revenue Sharing 13,943 14,387 444
26,740 26,924 184
Licenses
Business and Liquor Licenses 1,276 1,107 (169)
Charges for Current Services
Building and Related Permits 14,500 15,595 1,095
Recreation Fees 1,920 1,634 (286)
16,420 17,229 809
Fines and Forfeitures
Court Fines 2,809 2,207 (602)
Parking 185 76 (209)
Library 306 306 -
Photo Radar 2,736 1,685 (1,051)
6,036 4,274 (1,762)
Use of Money and Property
Interest Earnings 4,780 3,610 (1,170)
Property Rental 4,585 3,580 (1,005)
9,365 7,190 (2,175)
Other 1,400 1,465 65
Total Revenues $ 133,496 $ 131,494 $ (2,002)
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City of Scottsdale, Arizona Exhibit B-5
General Fund
Schedule of Expenditures by Object
For the Fiscal Year Ended June 30, 1998 (in thousands of dollars)
Personal Other Capital
Services Services Outlay Total
Current Operating Departments
General Government $ 9,041 3,222 224 $ 13,155
Police 25,759 6,626 498 33,721
Financial Services 4,240 1,328 403 5,983
Community Services 15,805 11,658 342 30,827
Information Systems 3,076 1,564 470 5,502
Planning & Development 8,598 7,839 361 17,090
Fire - 11,807 - 11,817
Municipal Services 895 162 112 1,299
Streetlight Districts - 449 - 449
Debt Service
Principal - - - 5,181
Interest and Fiscal Charges - - - 280
Expenditures $ 67,414 $ 44,655 $ 2,410 $ 125,304
Operating Transfers Out
Highway User Fuel Tax Fund $ 194
Motor Pool 791
Self Insurance Fund 500
Capital Projects Fund 15,663
Debt Service Fund 955
Section 8 Fund 133

_$ 18236



City of Scottsdale
Scottsdale, Arizona

Special Reveune Funds

Special Revenue Funds are established to finance particular activities
and are created out of receipts of specific taxes or other earmarked
revenue. Such funds are authorized by statutory or charter provisions
to pay for certain activities with some form of continuing revenue.

Highway User Fuel Tax Fund

This fund receives and expends the City’s allocation of the Arizona
Highway User Revenue tax. The amount available to each city is allo-
cated on a population basis, which is determined by the latest federal
census. These monies must be used for street construction, recon-
struction, and maintenance.

Community Development Fund

This fund receives and expends the City’s Community Development
Block Grant revenues. The amount of the grant is awarded annually
by the U.S. Department of Housing and Urban Development (HUD)
upon application for funding by the City. Community Development
Block Grant revenues may be used only for those projects approved
in the grant budget and are subject to agency expenditure guidelines.

Grants Fund

This fund receives and expends the City’s grant revenues. The amount
of grants received is generally based upon application to granting agen-
cies by the City and upon availability of funding by the grantors. Grant
revenues may be used only for the stated purpose in the approved
budget and are subject to grantor expenditure guidelines.

Section 8 Fund

This fund receives and expends the City’s Section 8 Housing revenues.
Assistance contracts are awarded by the U.S. Department of Housing
and Urban Development (HUD) upon application by the City, and cover
afive year period. Budgets are approved annually by HUD. Section 8
revenues may be used only for assistance approved by HUD and are
subject to agency expenditure guidelines.
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City of Scottsdale, Arizona

Special Revenue Funds

Combining Balance Sheet

June 30, 1998 (in thousands of dollars)

Exhibit C-1

ASSETS

Cash and Short-Term Investments
Receivables

Fuel Tax

Grants

Total Assets

LIABILITIES AND FUND BALANCES

Liabilities
Accounts Payable
Accrued Payroll
Due to Other Funds
General Fund
Bond Interest Payable
Bonds Payable - Current Portion

Total Liabilities
Fund Balances (Deficit)
Reserved for Encumbrances
Unreserved

Total Fund Balances (Deficit)

Total Liabilities and
Fund Balances

SEE NOTES TO FINANCIAL STATEMENTS

Highway Total
User Fuel Community All
Tax Development Grants Section 8 Funds
$ 2,701 $ - $ 1 $ - $ 2,702
1,320 - - - 1,320
- 215 517 152 884
$ 4,021 $ 215 $ 518 $ 152 $ 4,906
$ 868 $ 29 $ 23 $ - $ 920
199 - - - 199
- 186 - 386 572
604 - - - 604
1,890 - - - 1,890
3,561 215 23 386 4,185
204 110 102 7 423
256 (110) 393 (241) 298
460 - 495 (234) 721
$ 4,021 $ 215 $ 518 $ 152 $ 4,906
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City of Scottsdale, Arizona Exhibit C-2
Special Revenue Funds
Combining Statement of Revenues, Expenditures,
and Changes in Fund Balances (Deficit)
For the Fiscal Year Ended June 30, 1998 (in thousands of dollars)
HIGHWAY TOTAL
USER FUEL COMMUNITY ALL
TAX DEVELOPMENT GRANTS SECTION 8 FUNDS
Revenues
Taxes-Intergovernmental $ 16,551 $ - $ - $ - $ 16,551
Grants - 1,553 2,220 2,387 6,160
Other - 13 48 3 64
Total Revenues 16,551 1,566 2,268 2,390 22,775
Expenditures
Current Operating Departments
General Government - - 54 - 54
Police - - 1,372 - 1,372
Transportation 5,686 - 77 - 5,763
Community Services 1,326 1,560 73 2,530 5,489
Information Systems - - 616 - 616
Municipal Services 6,303 - - - 6,303
Debt Service
Principal 1,890 - - - 1,890
Interest and Fiscal Charges 1,209 - - - 1,209
Total Expenditures 16,414 1,560 2,192 2,530 22,696
Excess (Deficiency) of Revenues
Over Expenditures 137 6 76 (140) 79
Other Sources (Uses)
Operating Transfers In
From General Fund - - - 133 133
HURF Maintenance of Effort 194 - - - 194
Operating Transfers Out (20) - - - (20)
Total Other Sources (Uses) 174 - - 133 307
Excess (Deficiency) of Revenues
and Other Sources Over Expenditures
and Other Uses 311 6 76 @) 386
Fund Balances (Deficit) July 1, 1997 149 (6) 419 (227) 335
Fund Balances (Deficit) June 30, 1998 $ 460 $ - $ 495 $ (234) $ 721

SEE NOTES TO FINANCIAL STATEMENTS
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City of Scottsdale, Arizona
Special Revenue Funds

Schedule of Revenues, Expenditures, and
Changes in Fund Balance (Deficit) -

Budget and Actual - Budget Basis

For the Fiscal Year Ended June 30, 1998 (in thousands of dollars)

Exhibit C-3

Revenues
Taxes - Intergovernmental

Total Revenues

Expenditures

Current Operating Departments
Transportation
Community Services
Municipal Services

Debt Service
Principal
Interest and Fiscal Charges

Total Expenditures

Deficiency of Revenues
Over Expenditures

Other Sources (Uses)
Operating Transfers In
From General Fund
HURF Maintenance of Effort
Operating Transfers Out
Total Other Sources (Uses)
Excess of Revenues and Other
Sources Over Expenditures
and Other Uses
Encumbrances Cancelled

Fund Balance (Deficit) July 1, 1997

Fund Balance (Deficit) June 30, 1998

Highway User Fuel

Variance
Favorable
Budget Actual (Unfavorable)
$ 16,584 $ 16,551 $ (33)
16,584 16,551 (33)
6,524 5,758 766
1,530 1,413 117
6,561 6,343 218
1,890 1,890 -
1,210 1,209 1
17,715 16,613 1,102
(1,131) (62) 1,069
1,902 - (1,902)
194 194 -
- (20) (20)
2,096 174 (1,922)
965 112 (853)
- 149 149
(965) (111) 854
$ - $ 150 $ 150
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City of Scottsdale, Arizona Exhibit C-4
Special Revenue Funds
Combining Schedule of Revenues and Other Sources
For the Fiscal Year Ended June 30, 1998 (in thousands of dollars)
Highway Total
User Fuel Community All
Tax Development Grants Section 8 Funds
Taxes - Intergovernmental
Auto Lieu Tax $ 4,800 $ - $ - $ - $ 4,800
Fuel Tax 10,584 - - - 10,584
Local Transportation
Assistance Fund 1,167 - - - 1,167
16,551 - - - 16,551
Grants
Federal - 1,553 1,563 2,387 5,503
State - - 506 - 506
Miscellaneous - - 151 - 151
- 1,553 2,220 2,387 6,160
Other - 13 48 3 64
Total Revenues 16,551 1,566 2,268 2,390 22,775
Other Sources
Operating Transfers In
From General Fund - - - 133 133
HURF Maintenance of Effort 194 - - - 194
Total Other Sources 194 - - 133 327
Total Revenues and Other Sources $ 16,745 $ 1,566 $ 2,268 $ 2523 $ 23,102
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City of Scottsdale, Arizona
Special Revenue Funds

Combining Schedule of Expenditures by Object
For the Fiscal Year Ended June 30, 1998 (in thousands of dollars)

Exhibit C-5

HIGHWAY USER FUEL TAX

Current Operating Departments
Transportation
Community Services
Municipal Services

Debt Service
Principal
Interest and Fiscal Charges

COMMUNITY DEVELOPMENT

Current Operating Departments
Community Services

GRANTS

Current Operating Departments
General Government
Police
Transportation
Community Services
Information Systems

SECTION 8

Current Operating Departments
Community Services

Total Expenditures

Personal Other Debt Capital
Services Services Supplies Service Outlay Total
$ 1,565 $ 4,039 $ 40 $ - $ 42 $ 5,686
643 624 59 - - 1,326
2,022 3,783 478 - 20 6,303
- - - 1,890 - 1,890
- - - 1,209 - 1,209
4,230 8,446 577 3,099 62 16,414
266 1,251 6 - 37 1,560
52 2 - - - 54
1,166 16 52 - 138 1,372
1 16 - - 60 77
- 10 35 - 28 73
77 531 2 - 6 616
1,296 575 89 - 232 2,192
127 2,382 5 - 16 2,530
$ 5919 $ 12,654 $ 677 $ 3,099 $ 347 $ 22,696
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City of Scottsdale
Scottsdale, Arizona

Debt Service Funds

These funds record the accumulation of resources for, and the pay-
ment of, long-term debt principal and interest not serviced by the pro-
prietary funds.

General Obligation Bond Fund

This fund accounts for the principal and interest requirements of the
City’s general obligation bonds. Financing is provided from the levy of
secondary property tax.

Municipal Property Corporation Fund

This fund accounts for the principal and interest requirements of the
City’s Municipal Property Corporation bonds. Financing is provided
primarily by transaction privilege tax.

Special Assessments Fund

This fund accounts for the principal and interest requirements of spe-
cial assessment bonds. Financing is provided by special assessment
levies against the benefited property holders.

Community Facilities Districts Fund

This fund accounts for the principal and interest of general obligation
bonds issued by community facilities districts. Although these bonds
are not obligations of the City, generally accepted accounting prin-
ciples indicate that the bonds should be disclosed herein.

Scottsdale Preserve Authority Fund

This fund accounts for the principal and interest requirements of ex-
cise tax revenue bonds issued by the Scottsdale Preserve Authority.
Financing is provided by a .2 percent transaction privilege tax.
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City of Scottsdale, Arizona Exhibit D-1
Debt Service Funds
Combining Balance Sheet
June 30, 1998 (in thousands of dollars)
General Municipal Community Scottsdale Total
Obligation Property Special Facilities Preserve All
Bond Corporation Assessments Districts Authority Funds
ASSETS
Cash and Short-Term Investments $ 14,477 8,099 3,861 7,279 784 34,500
Investments - 430 - - - 430
Receivables
Accrued Interest - 8 - - - 8
Property Tax 222 - - 13 - 235
Special Assessments - - 20,355 - - 20,355
Other - 80 - - 80
Total Assets $ 14,699 8,617 24,216 7,292 784 55,608
LIABILITIES AND FUND BALANCES
Liabilities
Bond Interest Payable $ 4,289 1,138 581 880 614 7,502
Bonds Payable - Current Portion 8,140 5,045 - - 170 13,355
Deferred Revenue
Property Taxes - - - 13 - 13
Special Assessments - - 20,356 - - 20,356
Other - - - 3,000 - 3,000
Funds Held for Defeasance - - 429 - - 429
Total Liabilities 12,429 6,183 21,366 3,893 784 44,655
Fund Balances
Reserved for Debt Service 2,270 2,434 2,850 3,399 - 10,953
Total Fund Balances 2,270 2,434 2,850 3,399 - 10,953
Total Liabilities and Fund Balances $ 14,699 8,617 24,216 7,292 784 55,608

SEE NOTES TO FINANCIAL STATEMENTS
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City of Scottsdale, Arizona Exhibit D-2
Debt Service Funds

Combining Statement of Revenues, Expenditures

and Changes in Fund Balances

For the Fiscal Year Ended June 30, 1998 (in thousands of dollars)

General Municipal Community Scottsdale Total
Obligation Property Special Facilities Preserve All
Bond Corporation Assessments Districts Authority Funds
Revenues
Taxes - Local
Property $ 18,048 $ - $ - $ 563 $ - % 18,611
Transaction Privilege - 9,766 - - - 9,766
Transient Occupancy - 456 - - - 456
18,048 10,222 - 563 - 28,833
Special Assessments - - 4,927 - - 4,927
Use of Money and Property
Investment Income 10 54 46 364 - 474
Developer Contributions - - - 1,707 - 1,707
Other - 273 - - - 273
Total Revenues 18,058 10,549 4,973 2,634 - 36,214
Expenditures
Debt Service
Principal 8,140 6,535 3,712 - 170 18,557
Interest and Fiscal Charges 8,394 4,755 1,275 1,717 1,438 17,579
Other - - - 29 - 29
Total Expenditures 16,534 11,290 4,987 1,746 1,608 36,165
Excess (Deficiency) of Revenues
Over Expenditures 1,524 (741) (14) 888 (1,608) 49
Other Sources (Uses)
Operating Transfers In - 1,283 - - 1,608 2,891
Operating Transfers Out - - - 2) - 2)
Bond Proceeds - - - 1,067 - 1,067
Refunding Bond Proceeds 19,900 - - - - 19,900
Bond Premium 770 - - - - 770
Payment to Refunded Debt
Escrow Agent (20,492) - - - - (20,492)
Total Other Sources 178 1,283 - 1,065 1,608 4,134
Excess (Deficiency) of Revenues and
Other Sources Over Expenditures
and Other Uses 1,702 542 (14) 1,953 - 4,183
Fund Balances July 1, 1997,
as Previously Reported 588 1,910 2,895 1,446 - 6,839
Cumulative Effect of Change
in Accounting Principle (20) (18) (31) - - (69)
Fund Balances July 1, 1997,
as Restated 568 1,892 2,864 1,446 - 6,770
Fund Balances June 30, 1998 $ 2270 $ 2434 % 2,850 $ 3399 $ - $ 10,953

SEE NOTES TO FINANCIAL STATEMENTS
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City of Scottsdale, Arizona
Debt Service Funds

Combining Schedule of Revenues, Expenditures, and Changes in Fund

Balances - Budget and Actual - Budget Basis
For the Fiscal Year Ended June 30, 1998 (in thousands of dollars)

Exhibit D-3

General Obligation

Municipal Property Corporation

Variance
Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable)
Revenues
Taxes - Local
Property $ 18,283 $ 18,048 $ (235) % - $ - 8 -
Transaction Privilege - - - 10,080 9,766 (314)
Transient Occupancy - - - 456 456 -
18,283 18,048 (235) 10,536 10,222 (314)
Special Assessments - - - - - -
Use of Money and Property
Investment Income - 10 10 111 54 (57)
Other - - - 305 273 (32)
Total Revenues 18,283 18,058 (225) 10,952 10,549 (403)
Expenditures
Debt Service
Principal 8,140 8,140 - 6,535 6,535 -
Interest and Fiscal Charges 11,133 8,394 2,739 5,219 4,755 464
Total Expenditures 19,273 16,534 2,739 11,754 11,290 464
Excess of Revenues
Over Expenditures (990) 1,524 2,514 (802) (741) 61
Other Sources (Uses)
Proceeds of Refunding Bonds - 19,900 19,900 - - -
Bond Premium - 770 770 - - -
Payment to Refunded Debt
Escrow Agent - (20,492) (20,492) - - -
Operating Transfers In - - - 802 1,283 481
Total Other Sources (Uses) - 178 178 802 1,283 481
Excess of Revenues and Other
Sources Over Expenditures and
Other Uses (990) 1,702 2,692 - 542 542
Fund Balances July 1, 1997
as Previously Reported 990 588 (402) - 1,910 1,910
Cumulative Effect of Change
in Accounting Principle - (20) (20) - (18) (18)
Fund Balances July 1, 1997,
as Restated 990 568 (422) - 1,892 1,892
Fund Balances June 30, 1998 $ - $ 2270 $ 2,270 $ - $ 2434 $ 2,434
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Exhibit D-3
(continued)

Special Assessments Scottsdale Preserve Authority Totals
Variance Variance Variance
Favorable Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable) Budget Actual (Unfavorable)
- $ - 8 - $ - 8 - 8 - $ 18,283 $ 18,048 $ (235)
R . R - - - 10,080 9,766 (314)
- - - - - - 456 456 -
_ - R - - - 28,819 28,270 (549)
5,933 4,927 (1,006) - - - 5,933 4,927 (1,006)
- 46 46 - - - 111 110 1)
- - - - - - 305 273 (32)
5,933 4,973 (960) - - - 35,168 33,580 (1,588)
3,880 3,712 168 1,388 170 1,218 19,943 18,557 1,386
2,053 1,275 778 5,115 1,438 3,677 23,520 15,862 7,658
5,933 4,987 946 6,503 1,608 4,895 43,463 34,419 9,044
- 14) (14) (6,503) (1,608) 4,895 (8,295) (839) 7,456
- - - - - - - 19,900 19,900
- - - - - - - 770 770
R R - - - - - (20,492) (20,492)
- - - 6,503 1,608 (4,895) 7,305 2,891 (4,414)
- - - 6,503 1,608 (4,895) 7,305 3,069 (4,236)
- (14) (14) - - - (990) 2,230 3,220
- 2,895 2,895 - - - 990 5,393 4,403
- (31) (31) - - - - (69) (69)
- 2,864 2,864 - - - 990 5,324 4,334
- $ 2850 $ 2,850 $ - $ - $ - $ - $ 7554 $ 7,554
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City of Scottsdale
Scottsdale, Arizona

Capital Projects Funds

Capital Projects Funds account for the resources used to acquire, con-
struct and improve major capital assets, other than those financed by
proprietary funds. Capital Projects Funds allow the City to compile
project cost data and demonstrate that legal or contractual require-
ments regarding the use of the resources are fully satisfied.

General Obligation Bond Construction Fund
Accounts for the proceeds of the sale of 1989 and 1992 general obli-
gation bonds that are used for authorized capital improvements.

Special Assessments Bond Construction Fund

Accounts for the proceeds of special assessment bonds issued for
acquisition or construction of capital improvements within individual
improvement districts.

Municipal Property Corporation Bond Fund
Accounts for the proceeds of Municipal Property Corporation bonds
issued for acquisition or construction of capital improvements.

McDowell Preserve Privilege Tax Fund

Accounts for the authorized .2 percent transaction privilege tax dedi-
cated to acquisition of land within the McDowell Sonoran Preserve.
Voters approved the 30 year tax on May 23, 1995.

Transportation Privilege Tax Fund

Accounts for the authorized .2 percent transaction privilege tax dedi-
cated to transportation capital improvements. Voters approved the
tax on November 7, 1989.

All Other Construction Fund
Accounts for the revenues and expenditures for the capital improve-
ments that are funded on a pay-as-you-go basis.

Community Facilities Districts
Accounts for the proceeds issued by community facilities districts to
acquire and improve public infrastructure in specified areas.

Scottsdale Preserve Authority Fund

Accounts for the expenditure of proceeds of revenue bonds issued by
the Scottsdale Preserve Authority for the acquisition of land within the
McDowell Sonoran Preserve.
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City of Scottsdale, Arizona
Capital Projects Funds

Combining Schedule of Expenditures by Object
For the Fiscal Year Ended June 30, 1998 (in thousands of dollars)

Exhibit E-3

General Obligation Bond
Construction Fund
Capital Improvements

Special Assessments Bond
Construction Fund
Capital Improvements

Municipal Property Corporation
Bond Fund
Capital Improvements

McDowell Preserve
Privilege Tax
Capital Improvements

Transportation
Privilege Tax
Capital Improvements

All Other
Construction Fund

Capital Improvements

Community Facilities Districts
Capital Improvements

Total Expenditures

Personal
Services

Other
Services

Supplies

Capital
Outlay

Total

$ 416

27

347

212

$ 635

50

116

977

1,802

428

29

301

20,271

762

14,621

8,358

11,561

578

21,325

12

839

14,739

9,711

13,876

1,006

$ 1,012

$ 4,012

333

56,151

61,508
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City of Scottsdale
Scottsdale, Arizona

Enterprise Funds

Enterprise Funds account for the financing of self-supporting activities
of City units which render services to the general public on a user
charge basis. Enterprise funds are maintained on the accrual basis of
accounting. Although the Water and Sewer Utility, Airport and Solid
Waste Funds are operated as enterprise funds, their expenditures are
controlled through budgetary accounting procedures similar to other
City funds.

Water and Sewer Utility Fund

The Water and Sewer Utility Fund was established for control of the
operating revenue and expenses of the City’s water and sewer utility
systems.

Airport Fund
The Airport Fund was established for control of the operating revenue
and expenses of the City’s airport.

Solid Waste Fund

The Solid Waste Fund was established to control operating revenue
and expenses related to the City’s sanitation services (solid waste,
brush removal, container maintenance, etc.).
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City of Scottsdale, Arizona Exhibit F-1
Enterprise Funds
Combining Balance Sheet
June 30, 1998 (in thousands of dollars)
Water and Total
Sewer All
Utility Airport Solid Waste Funds
ASSETS
Current Assets
Cash and Short-Term Investments $ 65,496 $ - $ 323 $ 65819
Investments 196 196
Prepaid Expense - 52 - 52
Receivables
Accrued Interest 1,248 17 5 1,270
Accounts 8,344 - 1,818 10,162
Miscellaneous 473 58 17 548
Total Current Assets 75,561 127 2,359 78,047
Restricted Cash and Investments
Water and Sewer System Replacement 8,611 - - 8,611
Scottsdale Water Service Company
Replacement Reserve 300 - - 300
Acquisition and Construction Reserve
Development Fees 9,875 - - 9,875
Total Restricted Cash and Investments 18,786 - - 18,786
Equity In Joint Venture 23,879 - - 23,879
Property, Plant, and Equipment
Land and Land Improvements 3,315 19,610 686 23,611
Water Rights 40,199 - - 40,199
Water System 261,711 - - 261,711
Sewer System 162,225 - - 162,225
Buildings and Improvements - 3,711 2,923 6,634
Machinery and Equipment 2,819 141 2,382 5,342
Furniture and Fixtures 715 11 - 726
Construction in Progress 68,995 1,258 - 70,253
Total Property, Plant, and Equipment 539,979 24,731 5,991 570,701
Accumulated Depreciation (90,921) (7,275) (748) (98,944)
Total Property, Plant, and Equipment,
Net of Accumulated Depreciation 449,058 17,456 5,243 471,757
Excess Purchase Price Over Fair Market
Value of Water System Assets
Acquired, Net of Accumulated
Amortization of $2,596,086 325 - - 325
Total Assets $ 567,609 $ 17,583 $ 7,602 $ 592,794

SEE NOTES TO FINANCIAL STATEMENTS




City of Scottsdale, Arizona Exhibit F-1
Enterprise Funds (Continued)
Combining Balance Sheet

June 30, 1998 (in thousands of dollars)

Water and Total
Sewer All
Utility Airport Solid Waste Funds
LIABILITIES AND FUND EQUITY
Current Liabilities (Payable from
Current Assets)
Accounts Payable $ 6,314 $ - $ 171 $ 6,485
Accrued Payroll 670 48 336 1,054
Due to General Fund - 2,009 - 2,009
Contracts Payable - Current Portion 265 994 - 1,259
Bond Interest Payable 1,893 - 135 2,028
Bonds Payable - Current Portion 3,520 - 705 4,225
Total Current Liabilities 12,662 3,051 1,347 17,060
Other Liabilities
Deferred Revenue 3,815 - - 3,815
Accumulated Accretion 2,925 - - 2,925
Customer Advances and Deposits 1,013 1 - 1,014
Total Other Liabilities 7,753 1 - 7,754
Long-Term Debt (Net of Current Portion)
Bonds Payable, Net of Def. Loss/Costs 62,601 - 4,780 67,381
Contracts Payable 948 - - 948
Total Long-Term Debt 63,549 - 4,780 68,329
Total Liabilities 83,964 3,052 6,127 93,143
Fund Equity
Contributed Capital 330,710 21,328 449 352,487
Less Depreciation (43,283) (7,337) - (50,620)
Net Contributed Capital 287,427 13,991 449 301,867
Retained Earnings
Reserved for Water and Sewer
System Replacement 8,911 - - 8,911
Reserved for
Acquisition and Construction 9,875 - - 9,875
Unreserved 177,432 540 1,026 178,998
Total Retained Earnings 196,218 540 1,026 197,784
Total Fund Equity 483,645 14,531 1,475 499,651
Total Liabilities and Fund Equity $ 567,609 $ 17,583 $ 7,602 $ 592,794

SEE NOTES TO FINANCIAL STATEMENTS
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City of Scottsdale, Arizona Exhibit F-2
Enterprise Funds
Combining Statement of Revenues, Expenses,
and Changes In Retained Earnings
For the Fiscal Year Ended June 30, 1998 (in thousands of dollars)
Water and Total
Sewer All
Utility Airport Solid Waste Funds
Operating Revenues
Water Service Fees $ 46,825 $ - $ - $ 46,825
Sewer Service Fees 16,335 - - 16,335
Reclaimed Water Distribution 3,399 - - 3,399
Groundwater Treatment Plant 871 - - 871
Solid Waste Fees - - 12,931 12,931
Airport Fees - 1,061 - 1,061
Other 2,000 - - 2,000
Total Operating Revenues 69,430 1,061 12,931 83,422
Operating Expenses
Water Operations 21,089 - - 21,089
Sewer Operations 8,648 - - 8,648
Solid Waste Operations - - 9,480 9,480
Airport Operations - 1,062 - 1,062
Indirect Costs 3,964 538 1,768 6,270
In-Lieu Property Tax 1,770 81 20 1,871
Franchise Fees 3,440 - - 3,440
Depreciation and Amortization 8,972 599 217 9,788
Total Operating Expenses 47,883 2,280 11,485 61,648
Operating Income (Loss) 21,547 (1,219) 1,446 21,774
Non-Operating Revenues (Expenses)
Investment Income 7,038 90 11 7,139
Interest Expense (3,145) (114) (276) (3,535)
Litigation Recovery 914 - - 914
Net Non-Operating Revenues (Expenses) 4,807 (24) (265) 4,518

Operating Transfers In - 181 34 215

Operating Transfers Out (402) - - (402)

Net Operating Transfers In (Out) (402) 181 34 (187)
Net Income (Loss) 25,952 (1,062) 1,215 26,105
Add Depreciation on Fixed Assets

Acquired By Contributed Capital 4,505 599 - 5,104
Increase (Decrease) in Retained Earnings 30,457 (463) 1,215 31,209
Retained Earnings July 1, 1997,

As Previously Reported 167,069 1,003 (189) 167,883
Cumulative Effect of Change in Accounting Principle (1,308) - - (1,308)
Retained Earnings July 1, 1997,

As Restated 165,761 1,003 (189) 166,575

Retained Earnings, June 30,1998 $ 196,218 $ 540 $ 1,026 $ 197,784

SEE NOTES TO FINANCIAL STATEMENTS




City of Scottsdale, Arizona Exhibit F-3
Enterprise Funds (Continued on Following Page)
Combining Statement of Cash Flows

For the Fiscal Year Ended June 30, 1998 (in thousands of dollars)

Water and Total
Sewer All
Utility Airport Solid Waste Funds

Cash Flows from Operating Activities:
Operating Income (Loss) $ 21,547 $ (1,219) $ 1,446 $ 21,774
Adjustments to Reconcile Operating
Income (Loss) to Net Cash Provided
by (Used for) Operating Activities:
Depreciation/Amortization 8,972 599 217 9,788
Litigation Recovery 914 - - 914
Changes In Assets and Liabilities
(Sources (Uses) of Cash):

Accounts Receivable 638 - (134) 504
Miscellaneous Receivables 7 546 371 924
Accounts Payable 1,128 (20) (98) 1,010
Accrued Payroll (583) 25 (480) (1,038)

Due to General Fund - 2,009 - 2,009
Deferred Revenue (914) - - (914)
Other Liabilities 83 - - 83
Total Adjustments 10,245 3,159 (124) 13,280
Net Cash Provided by Operating Activities 31,792 1,940 1,322 35,054

Cash Flows from Non-Capital
Financing Activities:
Operating Transfers In - 181 34 215
Operating Transfers Out (402) - - (402)

Net Cash Provided by (Used for)
Non-Capital Financing Activities (402) 181 34 (187)

Cash Flows from Capital and Related
Financing Activities:
Acquisition and Construction

of Property and Equipment (111,865) (3,915) - (115,780)
Principal Payments on Long-Term Debt (4,859) (980) (665) (6,504)
Interest Paid on Long-Term Debt (2,532) (114) (296) (2,942)
Accumulated Accretion 633 - - 633
Capital Contributions from Other

Government Units - 1,126 - 1,126
Water and Sewer Development Fees 27,463 - - 27,463
Prepaid Expense - 114 - 114
Bond Proceeds 20,000 - - 20,000

Net Cash Used for
Capital and Related Financing Activities (71,160) (3,769) (961) (75,890)

Cash Flows from Investing Activities:
Income Received on Investments 6,491 75 10 6,576
Purchase of Investments - - (196) (196)

Net Cash Provided by (Used for)
Investing Activities 6,491 75 (186) 6,380

Net Increase (Decrease) in

Cash and Cash Equivalents (33,279) (1,573) 209 (34,643)
Cash and Cash Equivalents at Beginning of Year 118,869 1,573 114 120,556
Cummulative Effect of Change in Accounting Principle (1,308) - - (1,308)

Cash and Cash Equivalents at Beginning of Year
as Restated 117,561 1,573 114 119,248

Cash and Cash Equivalents at End of Year $ 84,282 $ - $ 323 $ 84,605

SEE NOTES TO FINANCIAL STATEMENTS
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City of Scottsdale, Arizona

Exhibit F-3

Enterprise Funds (Continued)
Combining Statement of Cash Flows
For the Fiscal Year Ended June 30, 1998 (in thousands of dollars)
Water and Total
Sewer All
Utility Solid Waste Funds
Cash and Cash Equivalents
at End of Year Includes:
Cash and Short-Term Investments $ 65,496 323 65,819
Restricted Cash and Investments 18,786 - 18,786
Total Cash and Cash Equivalents $ 84,282 323 84,605
Supplemental Disclosure of Non-Cash
Financing Activities:
Additions to Property, Plant, and Equipment
Contributions from Developers $ 1,070 - 1,070
Total Non-Cash Financing Activities $ 1,070 - 1,070

SEE NOTES TO FINANCIAL STATEMENTS
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City of Scottsdale
Scottsdale, Arizona

Internal Service Funds

Internal Service Funds are established to finance and account for services and/
or commodities furnished by one department or unit to other departments or
units within the City.

Motor Pool Fund

The Motor Pool Fund is responsible for the maintenance and operations of
various automobiles and other equipment of the City. Revenue to this fund is
derived from charges to user programs.

Self-Insurance Fund

The Self-Insurance Fund is responsible for the administration of the City’s self-
insurance program. Revenue to this fund is derived from charges to user pro-
grams. This fund provides coverage for unemployment, workmen’s compen-
sation, property, and liability claims.
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City of Scottsdale, Arizona

Internal Service Funds

Combining Balance Sheet

June 30, 1998 (in thousands of dollars)

Exhibit G-1

ASSETS

Current Assets
Cash and Short-Term Investments
Receivables
Accrued Interest
Miscellaneous
Supplies Inventory

Total Current Assets
Property, Plant, and Equipment
Buildings and Improvements
Motor Vehicles
Machinery and Equipment
Furniture and Fixtures
Construction in Progress
Total Property, Plant, and Equipment

Accumulated Depreciation

Total Property, Plant, and Equipment,
Net of Accumulated Depreciation

Total Assets

LIABILITIES AND FUND EQUITY

Current Liabilities
Accounts Payable
Accrued Payroll
Claims Payable
Total Current Liabilities
Fund Equity (Deficit)
Contributed Capital
Retained Earnings (Accumulated Deficit)

Net Fund Equity (Deficit)

Total Liabilities and Fund Equity

SEE NOTES TO FINANCIAL STATEMENTS

Total
Motor Self- All

Pool Insurance Funds
$ 5,171 $ 7,163 $ 12,334
61 72 133
6 53 59
293 - 293
5,531 7,288 12,819
1,448 - 1,448
23,364 - 23,364
857 - 857
2 22 24
2,422 - 2,422
28,093 22 28,115
(12,181) (22) (12,203)
15,912 - 15,912
$ 21,443 $ 7,288 $ 28,731
$ 111 $ 5 $ 116
312 78 390
- 7,848 7,848
423 7,931 8,354
9,921 1,983 11,904
11,099 (2,626) 8,473
21,020 (643) 20,377
$ 21,443 $ 7,288 $ 28,731
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City of Scottsdale, Arizona
Internal Service Funds
Combining Statement of Revenues, Expenses,

and Changes in Retained Earnings (Accumulated Deficit)
For the Fiscal Year Ended June 30, 1998 (in thousands of dollars)

Exhibit G-2

Operating Revenues
Billings To User Programs
Other
Total Operating Revenues
Operating Expenses
Motor Pool Operations
Self-Insurance Administration
Self-Insurance Claims
Depreciation
Total Operating Expenses
Operating Income (Loss)
Non-Operating Revenues
Property Tax
Investment Earnings
Total Non-Operating Revenues
Operating Transfers In

Net Income (Loss)

Retained Earnings (Accumulated Deficit)
July 1, 1997, as Previously Reported

Cumulative Effect of Change in Accounting Principle

Retained Earnings (Accumulated Deficit)
July 1, 1997 as restated

Retained Earnings (Accumulated Deficit)
June 30, 1998

SEE NOTES TO FINANCIAL STATEMENTS

Total
Motor Self- All
Pool Insurance Funds

$ 9,367 $ 3,533 $ 12,900

297 - 297

9,664 3,533 13,197

4,834 - 4,834

- 1,181 1,181

- 4,578 4,578

2,696 - 2,696

7,530 5,759 13,289
2,134 (2,226) (92)

- 856 856

349 412 761

349 1,268 1,617

871 500 1,371

3,354 (458) 2,896

7,794 (2,100) 5,694
(49) (68) a17)

7,745 (2,168) 5,577

$ 11,099 $ (2,626) $ 8,473
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City of Scottsdale, Arizona

Internal Service Funds

Combining Statement of Cash Flows

For the Fiscal Year Ended June 30, 1998 (in thousands of dollars)

Exhibit G-3

Cash Flows from Operating Activities:
Operating Income (Loss)
Adjustments to Reconcile Operating
Income (Loss) to Net Cash Provided by
(Used for) Operating Activities:
Depreciation
Changes in Assets and Liabilities
(Sources (Uses) of Cash):
Miscellaneous Receivables
Supplies Inventory
Accounts Payable
Accrued Payroll
Claims Payable

Total Adjustments

Net Cash Provided by
(Used for) Operating Activities

Cash Flows from Non-Capital Financing Activities:
Property Tax
Operating Transfers In

Net Cash Provided by Non-Capital
Financing Activities

Cash Flows from Capital and Related
Financing Activities:
Acquisition, Construction, and Disposal
of Property and Equipment

Cash Flows from Investing Activities:
Income Received on Investments

Net Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents at Beginning of Year
Cumulative Effect of Change in Accounting Principle

Cash and Cash Equivalents at Beginning of Year
as Restated

Cash and Cash Equivalents at End of Year

Supplemental Disclosure of Noncash
Financing Activities:
Additions to Property, Plant, and Equipment
Contributions from Other Government Units

SEE NOTES TO FINANCIAL STATEMENTS

Total
Motor Self- All
Pool Insurance Funds

$ 2,134 $ (2,226) $ (92)
2,696 - 2,696
(1) 1)

34 - 34

89 5 94
(331) 47) (378)

- 1,482 1,482

2,488 1,439 3,927
4,622 (787) 3,835

- 856 856

871 500 1,371

871 1,356 2,227
(5,904) - (5,904)
323 378 701

(88) 947 859

5,308 6,284 11,592
(49) (68) (117)
5,259 6,216 11,475

$ 5,171 $ 7,163 $ 12,334
$ 459 $ - $ 459
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City of Scottsdale
Scottsdale, Arizona

Trust and Agency Funds

Trust and Agency Funds administer resources received and held by
the City as the trustee or as the agent for others. Use of these funds
facilitates the discharge of responsibilities placed upon the govern-
mental unit by virtue of law or other similar authority.

Expendable Trust Fund

Used to account for gifts that are designated for special purposes.
The Expendable Trust Fund includes gifts received for libraries, arts,
parks, memorials, senior citizens, and handicapped and training ser-
vices.

Family Self-Sufficiency Agency Fund
Accounts for monies in escrow for Section 8 Housing Program partici-
pants.
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City of Scottsdale, Arizona Exhibit H-1
Trust and Agency Funds
Combining Balance Sheet
June 30, 1998 (in thousands of dollars)
Family Total
Expendable Self-Sufficiency All
Trust Agency Funds
ASSETS
Cash and Short-Term Investments $ 10,065 $ 23 $ 10,088
Receivables
Accrued Interest 24 - 24
Miscellaneous 1,118 - 1,118
Note 4,000 - 4,000
Total Assets $ 15,207 $ 23 $ 15,230
LIABILITIES AND FUND BALANCES
Liabilities
Accounts Payable $ 28 $ - $ 28
Designated Escrow Payable - 23 23
Deferred Revenue 4,160 - 4,160
Guaranty and Other Deposits 4,562 - 4,562
Total Liabilities 8,750 23 8,773
Fund Balances
Reserved for Encumbrances 345 - 345
Unreserved 6,112 - 6,112
Total Fund Balances 6,457 - 6,457
Total Liabilities and Fund Balances $ 15,207 $ 23 $ 15,230

SEE NOTES TO FINANCIAL STATEMENTS

82



City of Scottsdale, Arizona Exhibit H-2
Expendable Trust Fund

Statement of Revenues, Expenditures,

and Changes in Fund Balance

For the Fiscal Year Ended June 30, 1998 (in thousands of dollars)

Expendable
Trust

Revenues

Interest Earnings $ 163

Donations and Other Trust Revenues 3,551

Total Revenues 3,714

Expenditures

Expendable Trusts 1,787
Excess of Revenues Over Expenditures 1,927
Other Uses

Operating Transfers Out (600)

Total Other Uses (600)

Excess of Revenues Over Expenditures

and Other Uses 1,327
Fund Balance July 1, 1997

as Previously Reported 5,212
Cumulative Effect of Change in Accounting Principle (82)
Fund Balance July 1, 1997

as Restated 5,130
Fund Balance June 30, 1998 $ 6,457

SEE NOTES TO FINANCIAL STATEMENTS

83



City of Scottsdale, Arizona Exhibit H-3
Expendable Trust Fund
Schedule of Expenditures by Object
June 30, 1998 (in thousands of dollars)

Personal Other Capital

Services Services Supplies Outlay Total
Expendable Trust $ 225 $ 1,073 $ 346 $ 143 $ 1,787
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City of Scottsdale, Arizona Exhibit H-4
Family Self-Sufficiency Agency Fund
Statement of Changes in Assets and Liabilities
June 30, 1998 (in thousands of dollars)
Family Self-Sufficiency
Balance Balance
July 1, 1997 Additions Deductions June 30, 1998
ASSETS
Cash and Short-Term Investments $ - $ 23 $ $ 23
Total Assets $ - $ 23 $ $ 23
LIABILITIES
Designated Escrow Payable $ - $ 23 $ - $ 23
Total Liabilities $ - $ 23 $ - $ 23

SEE NOTES TO FINANCIAL STATEMENTS
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City of Scottsdale
Scottsdale, Arizona

General Fixed Assets
Account Group

The General Fixed Assets Account Group controls the City’s sizeable invest-
ment in fixed assets which are tangible assets of significant value having a
utility which extends beyond a year. This control also allows establishing custo-
dial responsibility for the assets. No depreciation is provided on such assets.

The investment in fixed assets of proprietary fund types are accounted for in
their respective funds.
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City of Scottsdale, Arizona
Schedule of General Fixed Assets by Source
June 30, 1998 (in thousands of dollars)

Exhibit I-1

General Fixed Assets:

Land

Buildings and Improvements
Streets and Storm Drains
Machinery and Equipment
Construction in Progress

Total General Fixed Assets

Investment in General Fixed Assets by Source:

General Fund

Special Revenue Funds
Capital Projects Funds
Contributions

Total Investment in General Fixed Assets

111,513
201,016
1,157,204
43,395
53,085

1,566,213

68,089
102,453
477,464
918,207

1,566,213
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City of Scottsdale, Arizona

Schedule of General Fixed Assets by Function and Activity

June 30, 1998 (in thousands of dollars)

Exhibit I-2

Buildings Streets Machinery
and and and
DEPARTMENT Land Improvements Storm Drains Equipment Total
General Government $ 464 $ 4,329 $ 98 $ 1,039 $ 5,930
Police 41 996 48 3,052 4,137
Financial Services - 293 - 664 957
Transportation - 7,128 - 23 7,151
Community Services 7,444 9,670 133 1,766 19,013
Information Systems - 9 - 9,844 9,853
Planning & Development - 170 - 197 367
Fire - 397 - 265 662
Municipal Services - - - 109 109
Capital Projects 103,564 178,024 1,156,925 26,436 1,464,949
Total General Fixed Assets
Allocated to Functions $ 111,513 $ 201,016 $ 1,157,204 $ 43,395 $ 1,513,128
Construction in Progress 53,085
Total General Fixed Assets $ 1,566,213

89



City of Scottsdale, Arizona Exhibit 1-3
Schedule of Changes in General Fixed Assets

By Function and Activity

For the Fiscal Year Ended June 30, 1998 (in thousands of dollars)

Department July 1, 1997 Additions Deletions June 30, 1998

General Government $ 5,926 $ 4 $ - $ 5,930
Police 4,007 130 - 4,137
Financial Services 706 278 (27) 957
Transportation 7,151 - - 7,151
Community Services 18,927 97 (11) 19,013
Information Systems 7,773 2,080 - 9,853
Planning & Development 311 60 4 367
Fire 662 - - 662
Municipal Services 109 - - 109
Capital Projects 1,397,425 67,627 (103) 1,464,949
Construction in Progress 39,729 26,528 (13,172) 53,085
Total General Fixed Assets $ 1,482,726 $ 96,804 $ (13,317) $ 1,566,213
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City of Scottsdale
Scottsdale, Arizona

Debt Requirements

The supplemental debt service schedules provide a comprehensive
overview of the City’s total debt. These schedules are presented by
debt type without regard to fund classification. They include a sched-
ule of changes in long-term debt for the current fiscal year, and a sched-
ule of debt service requirements to maturity for each debt classifica-
tion.

Debt issued by community facilities districts is included for full disclo-
sure although such debt is not legally an obligation of the City.
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City of Scottsdale, Arizona Exhibit J-2
Debt Service Requirements to Maturity

General Obligation Bonds*

For the Fiscal Year Ended June 30, 1998 (in thousands of dollars)

General Obligation Bonds Issued

To Provide Water, Sewer, Light General Obligation Bonds Issued
Parks, and Open Spaces For All Other Purposes Total General
20% Limitation 6% Limitation Obligation Bonds
Fiscal Principal Interest Total Principal Interest Total Principal Interest Total
Year
1999 $ 3,200 $ 5423 $ 8,623 $ 7210 $ 5,009 $ 12,219 $ 10410 $ 10,432 $ 20,842
2000 4,540 5,226 9,766 7,185 4,664 11,849 11,725 9,890 21,615
2001 5,865 4,999 10,864 7,540 3,710 11,250 13,405 8,709 22,114
2002 6,315 4,693 11,008 5,365 5,598 10,963 11,680 10,291 21,971
2003 6,690 4,357 11,047 5,695 5,282 10,977 12,385 9,639 22,024
2004 2,905 10,090 12,995 6,380 2,635 9,015 9,285 12,725 22,010
2005 4,584 10,096 14,680 5,101 2,258 7,359 9,685 12,354 22,039
2006 10,236 3,735 13,971 6,144 1,980 8,124 16,380 5,715 22,095
2007 5,000 3,204 8,204 6,845 1,652 8,497 11,845 4,856 16,701
2008 6,700 2,958 9,658 5,745 1,303 7,048 12,445 4,261 16,706
2009 7,050 2,622 9,672 6,045 1,008 7,053 13,095 3,630 16,725
2010 11,250 2,266 13,516 2,620 693 3,313 13,870 2,959 16,829
2011 7,885 1,695 9,580 2,750 561 3,311 10,635 2,256 12,891
2012-2018 26,580 3,919 30,499 8,505 894 9,399 35,085 4,813 39,898
108,800 65,283 174,083 83,130 37,247 120,377 191,930 102,530 294,460
Capital
Appreciation ** 4,498 (4,498) - 2,598 (2,598) - 7,096 (7,096)
TOTALS $ 113298 $ 60,785 $ 174,083 $ 85,728 $ 34,649 $ 120,377 $ 199,026 $ 95,434 $ 294,460

*This page excludes general obligation bonds of community facilities districts. General obligation bonds of community facilities districts
are shown on the third page of this exhibit.
** For GAAP financial statement reporting, accretion of capital appreciation bonds is added to the principal balance outstanding.
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City of Scottsdale, Arizona Exhibit J-2
Debt Service Requirements to Maturity (Continued)
Special Assessment Bonds, Contracts Payable, and

Community Facilities Districts General Obligation Bonds

For the Fiscal Year Ended June 30, 1998 (in thousands of dollars)

Community Facilities Districts

Special Assessment Bonds Contracts Payable General Obligation Bonds
Fiscal Principal Interest Total Principal Interest Total Principal Interest Total
Year
1999 $ 3,445 $ 1,046 $ 4,491 $ 4725 $ 709 % 5,434 $ 100 $ 1,761 $ 1,861
2000 3,450 836 4,286 1,656 655 2,311 460 1,755 2,215
2001 3,525 625 4,150 924 624 1,548 495 1,722 2,217
2002 2,600 444 3,044 971 592 1,563 525 1,687 2,212
2003 2,405 303 2,708 673 557 1,230 560 1,650 2,210
2004 2,133 177 2,310 711 521 1,232 610 1,610 2,220
2005 2,113 60 2,173 741 491 1,232 650 1,566 2,216
2006 - - - 768 459 1,227 695 1,520 2,215
2007 - - - 801 426 1,227 750 1,470 2,220
2008 - - - 840 391 1,231 805 1,414 2,219
2009 - - - 833 353 1,186 870 1,354 2,224
2010 - - - 869 314 1,183 970 1,290 2,260
2011 - - - 913 272 1,185 1,045 1,220 2,265
2012-2032 - - - 4,483 1,669 6,152 15,775 7,072 22,847

$ 19,671 $ 3491 $ 23,162 $ 19,908 $ 8,033 $ 27,941 $ 24310 $ 27,091 $ 51,401
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City of Scottsdale, Arizona Table Il
General Governmental Revenues by Source
General, Special Revenue, and Debt Service Funds
Last Ten Fiscal Years (in thousands of dollars)
Inter-
Fiscal Governmental Special Charges For Fines and Use of Money  Streetlight
Year Taxes * Revenue Assessments Licenses Services Forfeitures and Property Districts Miscellaneous Total
1989 $ 40,349 $ 23,956 $ 2528 $ 596 $ 10,594 $ 1839 $ 7,709 $ 509 $ 6,306 $ 94,386
1990 43,301 25,183 2,958 617 5,464 2,052 6,320 564 7,079 93,538
1991 46,358 25,176 2,774 630 5,153 2,215 6,346 558 8,080 97,290
1992 48,890 26,553 4,261 704 6,337 2,228 5,513 500 9,727 104,713
1993 55,214 27,970 4,941 739 7,589 1,720 4,565 514 12,976 116,228
1994 63,996 29,941 5,643 876 10,499 1,711 4,818 515 13,861 131,860
1995 71,635 32,831 5,514 950 12,410 1,990 6,384 543 14,715 146,972
1996 81,389 34,649 7,896 1,055 12,587 2,748 6,813 474 17,375 164,986
1997 89,086 41,095 6,696 1,107 14,423 3,343 5,999 505 20,237 182,491
1998 102,138 43,475 4,927 1,107 17,229 4,274 7,664 558 21,251 202,623
Source: City of Scottsdale Financial Services Department
City of Scottsdale, Arizona Table Il
Tax Revenues by Source
General, Special Revenue, and Debt Service Funds
Last Ten Fiscal Years (in thousands of dollars)
Fiscal Privilege & Transient General In-Lieu
Year Use * Occupancy Tax Property Franchise Property Total Taxes
1989 $ 25,816 $ 2,585 $ 9,125 $ 2,721 $ 102 $ 40,349
1990 27,242 3,220 9,823 2,936 80 43,301
1991 27,804 3,355 11,925 3,122 152 46,358
1992 29,743 3,420 12,288 3,282 157 48,890
1993 32,883 3,856 14,677 3,597 201 55,214
1994 37,741 4,465 17,666 3,885 239 63,996
1995 43,755 5,048 18,383 4,160 289 71,635
1996 49,476 5,702 21,396 4,533 282 81,389
1997 54,530 6,493 22,836 4,945 282 89,086
1998 61,771 7,096 27,663 5,332 276 102,138

Source: City of Scottsdale Financial Services Department

* Privilege taxes restricted for transportation and the McDowell Preserve are recorded in the Capital Projects

funds. See also Table VI.
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City of Scottsdale, Arizona Table IV

Excise Tax Collections by Source

General, Debt Service, and Capital Projects Funds

Last Ten Fiscal Years (in thousands of dollars)

Transient
Fiscal Privilege & Use Privilege & Use - Privilege & Use Occupancy State Shared State Revenue Light & Power
Year - General Transportation -McDowell Mtn Tax Sales Sharing Franchise
1989 $ 25,816 $ - $ - % 2585 $ 6,680 $ 6,375 2,061
1990 27,242 - - 3,220 6,978 6,630 2,163
1991 27,804 5,043 - 3,356 7,199 7,303 2,279
1992 29,744 5,628 - 3,420 7,874 8,060 2,405
1993 32,883 6,226 - 3,856 8,497 8,409 2,635
1994 37,741 7,205 - 4,465 9,210 8,479 2,822
1995 43,755 8,482 - 5,048 10,020 9,375 3,004
1996 49,476 9,622 9,085 5,702 10,676 9,936 3,187
1997 54,530 10,545 10,663 6,493 11,870 12,734 3,484
1998 61,771 11,963 12,168 7,096 12,537 14,387 3,769
Business

Fiscal Cable TV Fire Insurance Licenses & Development Recreation Fines &
Year Franchise Franchise Fees Permits & Fees Fees Forfeitures Total
1989 $ 511 % 148 $ 506 $ 4451 $ 1212 % 1,839 52,274
1990 621 152 617 4,070 1,394 2,052 55,139
1991 693 150 630 3,623 1,530 2,215 61,825
1992 736 141 705 4,726 1,610 2,228 67,277
1993 819 143 738 5,970 1,617 1,721 73,514
1994 916 148 876 8,733 1,767 1,711 84,073
1995 1,003 152 950 10,590 1,820 1,990 96,189
1996 1,175 171 1,055 10,918 1,669 2,748 115,320
1997 1,275 186 1,107 12,019 2,405 3,344 130,655
1998 1,406 157 1,107 15,595 2,734 4,274 148,964

Source: City of Scottsdale Financial Services Department
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City of Scottsdale, Arizona Table VI
Privilege and Use Tax Collections by Source *

General, Debt Service, and Capital Projects Funds

Last Ten Fiscal Years (in thousands of dollars)

Fiscal McDowell

Year General Transportation ** Preserve *** Total
1989 $ 25,993 $ - $ - $ 25,993
1990 26,911 2,028 - 28,939
1991 27,804 5,043 - 32,847
1992 29,743 5,628 - 35,371
1993 32,883 6,226 - 39,109
1994 37,741 7,205 - 44,946
1995 43,755 8,482 - 52,237
1996 49,476 9,522 9,085 68,083
1997 54,530 10,545 10,663 75,738
1998 61,771 11,963 12,168 85,902

Source:  City of Scottsdale Financial Services Department

*  Privilege Tax rates are 1 percent General, .2 percent for Transportation, and .2
percent for McDowell Reserve. Total City Privilege Tax rate is 1.4 percent.

**  Transportation Privilege Tax Legislation became effective in 1990 and is
restricted to use for transportation capital projects only.

***  McDowell Preserve Privilege Tax Legislation became effective in 1996 and is
restricted to use for acquisition of land for the McDowell Preserve.
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City of Scottsdale, Arizona
Property Tax Levies and Collections

Last Ten Fiscal Years (in thousands of dollars)

Table VII

Total

Delinquent  Future Year Collections % Outstanding  Outstanding
Total Tax Current Tax % of Levy Tax Total Tax of Current Delinquent Delinquent % of

TaxYear Fiscal Year Levy Collections Collected Collections  Collections  Collections Levy Taxes Current Levy
1988 1989 $ 9,096 $ 8,541 93.9% $ 538 47 $ 9,126 100.3% $ 693 7.6%
1989 1990 9,864 9,179 93.1% 602 42 9,823 99.6% 741 7.5%
1990 1991 12,466 11,220 90.0% 645 60 11,925 95.7% 933 7.5%
1991 1992 12,406 11,243 90.6% 833 112 12,188 98.2% 850 6.9%
1992 1993 15,475 14,125 91.3% 441 112 14,678 94.8% 1,355 8.8%
1993 1994 17,133 16,404 95.7% 1,226 36 17,666 103.1% 697 4.1%
1994 1995 20,273 18,993 93.7% 637 9 19,639 96.9% 728 3.6%
1995 1996 21,475 20,960 97.6% 623 19 21,602 100.6% 706 3.3%
1996 1997 24,408 23,862 97.8% 533 21 24,416 100.0% 553 2.3%
1997 1998 28,202 27,433 97.3% 503 20 27,956 99.1% 657 2.3%

Source:  Maricopa County Treasurer's Office

Annual Collection and Delinquency Report

Amounts represent property taxes recorded in the General and Debt Service, beginning in 1995, the Self-Insurance Fund.
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City of Scottsdale, Arizona
Principal Taxpayers
June 30, 1998

Table X

Assessed

Valuation
(in thousands of % of Secondary Assessed

Taxpayer Type of Business dollars) Valuation

Arizona Public Service Electric Utility $ 41,799 2.27%
U.S. West Communications Telecommunications 26,500 1.44%
Scottsdale Fashion Square Shopping Center 24,499 1.33%
Motorola Electronics Manufacturing 20,862 1.13%
Scottsdale Princess Partnership  Resort 18,149 0.99%
Mayo Clinic Arizona Medical Facility 16,726 0.91%
Gainey Dr. Associates Resort 11,592 0.63%
PCS, Inc. Commercial Real Estate 9,850 0.54%
Nationwide Realty Real Estate 9,628 0.52%
Southwest Gas Corporation Gas Utility 8,932 0.49%
$ 188,537 10.25%

Source: The City of Scottsdale’s Financial Advisor, as obtained from the records of the Arizona
Department of Revenue, Division of Utilities and Mines and the tax rolls of the Maricopa County Assessor’s

office.

The Salt River Project Agricultural improvement and Power District’'s (SRP) assessed valuation is not reflected

in the total assessed valuation of the City. SRP is subject to a "voluntary contribution" in lieu of ad valorem

taxation. The 1997/98 secondary assessed valuation of the Salt River Project within the City is $17,589,655.
The estimated secondary in lieu contribution is $174,859.
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City of Scottsdale, Arizona

Special Assessment Billings and Collections
Last Ten Fiscal Years (in thousands of dollars)

Special Current Ratio of Total Outstanding Current
Fiscal Assessments  Assessments Collections to and Delinquent
Year Billed Collected Amount Due Assessments
1989 $ 3,039 $ 3,000 98.7% 39
1990 3,001 2,937 97.9% 64
1991 3,155 3,108 98.5% 47
1992 4,277 4,232 98.9% 45
1993 4,922 4,893 99.4% 29
1994 5,646 5,599 99.2% a7
1995 6,436 6,404 99.5% 32
1996 7,488 7,467 99.7% 21
1997 5,853 5,833 99.7% 20
1998 4,432 4,412 99.5% 20

Source: City of Scottsdale Financial Services Department

Under Arizona law, public auctions are held in January of each year at which disposition of delinquent
assessments is made. By bid, special lien rights to properties against which due but unpaid assessments

Table XI

exist are offered in return for payment of all outstanding amounts plus penalities. In the event there are not
interested bidders, the delinquency must be satisfied from budgetary funds of the sponsoring governmental

unit. Thus, in January of each year, all outstanding delinquent assessments are collected. The amounts
shown in this column represent unpaid balances of the June 1 semi-annual interest installment only.



City of Scottsdale, Arizona Table Xl
Ratio of Net General Obligation Bonded Debt to Assessed Value

and Net Bonded Debt Per Capita

Last Ten Fiscal Years

60T

Less Fund Ratio of Net

General Balance Bonded Debt Net Bonded
Fiscal Population Obligation Reserved for to Assessed Debt Per
Year Assessed Value June 30 Bonded Debt Debt Service Net Bonded Debt Value Capita
1989 $ 1,284,822,157 127,553 $ 29,535,000 $ 6,256,289 $ 23,278,711 1.8% $ 182.50
1990 1,440,604,450 130,720 52,400,000 5,438,209 46,961,791 3.3% 359.25
1991 1,477,813,367 133,949 50,615,000 5,674,407 44,940,593 3.0% 335.51
1992 1,425,378,617 139,050 67,290,000 4,931,821 62,358,179 4.4% 448.46
1993 1,378,884,764 145,920 80,300,000 3,021,190 77,278,810 5.6% 529.60
1994 1,352,922,237 155,260 110,965,000 3,478,905 107,486,095 7.9% 692.30
1995 1,399,126,179 165,260 121,915,000 342,402 121,572,598 8.7% 735.64
1996 1,530,088,317 174,000 131,340,000 829,933 130,510,067 8.5% 750.06
1997 1,591,801,942 183,030 152,235,000 588,100 151,646,900 9.5% 828.54
1998 1,839,050,044 196,310 165,140,000 2,270,562 162,869,438 8.9% 829.65

Source: City of Scottsdale Financial Services Department

Includes all General Obligation Bonds outstanding at June 30 except for the 1986 Water System Improvement General Obligation Bonds
and all general obligation refunding bonds paid out of the Water Enterprise Fund. Excludes accretion on capital appreciation bonds and
original issue premium. Also excludes all general obligation bonds of community facilities districts, since such bonds are not obligations
of the City.

Includes the fund balance of the General Obligation Bond Debt Service Fund only.



City of Scottsdale, Arizona
Computation of Legal Debt Margins
June 30, 1998 (in thousands of dollars)

Table Xl

Net Secondary Assessed Valuation as of June 30, 1998
Debt Limit Equal to 20% of Assessed Valuation

General Obligation Bonded Debt Subject to 20% Debt Limit (net of amounts
available in Debt Service Funds for payment on July 1, 1998):

1991 Refunding $ 1,400

1989 Series C (1992) CIP
1993 Refunding

1989 Series D (1993)
1993A Refunding

1989 Series E (1994)

1995 Storm Sewer & Streets
1997 Series H Storm Sewer
1997 GO Refunding

1989 GO Series | (1998)

Net Outstanding Bonded Debt Subject to 20% Limit

Legal 20% Debt Margin (Available Borrowing Capacity)

Debt Limit Equal to 6% of Assessed Valuation

General Obligation Bonded Debt Subject to 6% Debt Limit (net of amounts
available in Debt Service Funds for payment on July 1, 1998):

1989 Series A (1990) CIP
1989 Series B (1991) CIP
1989 Series C (1992) CIP
1993 Refunding

1989 Series D (1993) CIP
1993A Refunding

1989 Series E (1994)
1994 Various Purpose
1995 Pima Road Improvements
1997 Series H Pima Road
1997 Series H Roads
1997 GO Refunding

1989 GO Series | (1998)

Net Outstanding Bonded Debt Subject to 6% Limit

Legal 6% Debt Margin (Available Borrowing Capacity)

5,995
28,071
15,000
14,654

3,275
12,500

6,000
17,405

4,500

2,325
6,055
5,245
12,429
1,840
6,226
4,900
4,625
1,200
3,200
16,590
2,495
16,000

$1,839,050

367,810

108,800

$259,010

$110,343

83,130

$27,213

(1) Under Arizona law, cities can issue general obligation bonds for purposes of water, sewer, light, parks, and
open space purposes, but outstanding bonds issued for such purposes may not exceed 20 percent of the
city’s net secondary assessed valuation. Outstanding general obligation bonded debt for all other purposes

may not exceed 6 percent of the city’s net secondary assessed valuation.

(2) The computation of legal debt margins excludes premium on capital appreciation bonds.

(3) General obligation bonds of community facilities districts are not subject to or included in this computation

since they are not bonds of the City of Scottsdale.

Source: City of Scottsdale Financial Services
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City of Scottsdale, Arizona
Summary of General Governmental Bond Expenditures and Debt Ratios
Last Ten Fiscal Years (in thousands of dollars)

Total General

Ratio of Total Debt

Governmental Service To Total

Fiscal Total Debt Operating Operating
Year Principal Interest Service Expenditures Expenditures
1989 $ 3,445 $ 2179 $ 5,624 $ 95,646 5.88%
1990 2,475 2,725 5,200 84,881 6.13%
1991 2,515 3,462 5,977 92,217 6.48%
1992 2,325 4,449 6,774 98,617 6.87%
1993 6,045 4,587 10,632 114,024 9.32%
1994 4,585 4,897 9,482 122,505 7.74%
1995 5,050 6,860 11,910 134,366 8.86%
1996 5,575 7,493 13,068 153,841 8.49%
1997 6,605 8,064 14,669 169,417 8.66%
1998 8,140 8,394 16,534 184,165 8.98%

Source: City of Scottsdale Financial Services Department

Table XIV

Amounts exclude 1986 Water System Improvement General Obligation Bonds and all general obligation refunding
bonds paid out of the Water Enterprise Fund. Also excluded are all general obligation bonds of community facilities
districts, since such bonds are not obligations of the City.

Includes total expenditures of the General, Special Revenue, and Debt Service Funds.
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City of Scottsdale, Arizona Table XVI
Total Direct and Overlapping General Obligation Debt
(in thousands of dollars)

The City’s proportionate share of general obligation debt of all local governmental units which provide services within the City’s boundaries and which must be borne
by properties in the City is summarized below:

ETT

Net Bonds % Applicable within the $ Applicable within the

Name of Governmental Unit Outstanding City of Scottsdale City of Scottsdale

Maricopa County $ 137,215 11.6960% $ 16,049
Maricopa County Community College District 205,720 11.6960% 24,061
Tempe Elementary School District No. 3 57,155 0.0003% -
Balsz Elementary School District No. 31 24,650 4.3720% 1,078
Scottsdale Unified School District No. 48 240,110 71.2010% 170,961
Paradise Valley Unified School District No. 69 277,515 20.0420% 55,620
Cave Creek Unified School District No. 93 77,395 47.0050% 36,380
Fountain Hills Unified School District No. 98 23,855 0.2130% 51
Phoenix Union High School District No. 210 189,540 0.3050% 578
Tempe Union High School District No. 213 161,575 0.0001% -
East Valley Institute of Technology Districe No. 401 41,055 21.0140% 8,627
Scottsdale Mountain Community Facilities District 5,450 100.0000% 5,450
McDowell Mountain Community Facilities District 18,860 100.0000% 18,860
Total Overlapping Debt 337,714
City of Scottsdale 200,890 100.0000% 200,890
Total Direct and Overlapping Debt $ 538,604

Source: The City of Scottsdale’s Financial Advisor, obtained from the Maricopa County Assessor’s Office
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City of Scottsdale, Arizona Table XVII
Demographic Statistics
Last Ten Fiscal Years

Fiscal Per Capita School

Year Population * Income * Median Age * Enrollment ** Unemployment Rate ***
1989 127,553 $ 17,926 35.0 19,350 2.7
1990 130,720 20,543 35.0 19,276 3.0
1991 133,949 20,937 37.0 19,647 3.1
1992 139,050 23,482 39.1 20,357 4.7
1993 145,920 24,186 39.1 21,130 4.2
1994 155,260 24,925 39.1 22,096 3.1
1995 165,260 28,000 39.1 24,089 2.7
1996 174,000 29,288 39.1 24,467 2.2
1997 183,030 30,460 39.7 25,103 2.5
1998 196,310 30,804 39.7 26,011 1.7

Sources:

*  City of Scottsdale Planning staff

**  Arizona Department of Education (Enrollment statistics are not available until six months after the close of the fiscal
year. The numbers presented on each line represent the prior years statistics.)

*** Arizona Department of Economic Security (fiscal year 1994); City of Scottsdale Planning staff (fiscal years
1998 through 1993, 1995 through 1998)
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City of Scottsdale, Arizona
Property Value, Construction, and Bank Deposits
Last Ten Fiscal Years (dollars in thousands)

Table XVIII

Property Value *

Commercial Construction **

Residential Construction **

Number of Bank Deposiis

Fiscal Number of Dwelling Maricopa County
Year Commercial Residential Nontaxable Permits Value Units Value rxE

1989 $ 3,507,956 $ 5,076,358 $ 457,067 1,287 243,007 1932 $ 360,424 $ 14,491,100
1990 4,074,473 5,534,790 606,445 1,035 116,911 1,571 229,272 17,119,454
1991 4,131,285 5,789,786 607,232 935 53,179 2,028 363,706 18,992,331
1992 3,818,533 5,935,464 621,380 1,296 33,101 2,327 490,763 19,425,952
1993 3,474,553 6,083,107 677,123 2,489 89,192 4,663 618,384 19,011,574
1994 3,265,815 6,294,430 671,710 2,516 153,331 4,595 593,418 20,598,522
1995 3,269,864 6,810,085 743,351 2,751 162,541 4,954 652,363 20,753,634
1996 3,345,470 8,024,934 735,698 2,923 152,488 4,449 607,708 21,124,505
1997 3,400,495 8,448,076 723,545 3,275 305,836 4,451 621,891 20,998,441
1998 3,658,231 10,217,960 806,235 3,512 595,530 5,102 792,477 20,568,058

Source:

*  Abstract published by the Arizona Department of Revenue
**  City Building Inspection staff
***  Arizona Banker Association
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City of Scottsdale, Arizona
Schedule of Insurance
June 30, 1998

Table XIX

Carrier

Policy Description

Amount of Coverage

USF&G Insurance Company

Lexington Insurance Company

Associated Aviation Underwriters

American Home Insurance Company

Lumberman’s Mutual Casualty Company

Property InsuranceRepair or Replace
$50,000 Deductible

Excess Liability Coverage$1,000,000
Deductible Per Occurrence

Airport Premises and Hangarkeepers
Liability

Excess Workers’ Compensation Coverage
$250,000 Deductible each Occurrence.

Fidelity/Crime InsuranceNo Deductible

Source: City of Scottsdale Risk Management Division

$20,000,000 Per Occurrence

$20,000,000 Per Occurrence and
Aggregate

$100,000,000 Per Occurrence and
Aggregate
Statutory

$1,000,000 Primary $4,000,000 Excess for
specific positions only
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City of Scottsdale, Arizona
Salaries and Surety Bonds of Principal Officials
For Fiscal Year Ended June 30, 1998

Table XX

Official Title Maximum Bond
Mayor $ 27,600 $ 1,000,000
Councilmen (6) 13,800 1,000,000
City Manager 136,392 1,000,000
City Clerk 64,210 1,000,000
City Attorney 116,958 1,000,000
City Treasurer 101,026 4,000,000
City Judge 91,478 1,000,000
City Auditor 78,624 1,000,000

Public Employees Honesty and Faithful Performance Bond

All City Employees $1,000,000 per employee

Source: City of Scottsdale Financial Services Department



City of Scottsdale, Arizona Table XXI
Miscellaneous Statistical Data
June 30, 1998

Date of Incorporation - June 25, 1951 .
Date Charter Adopted - November 16, 1961 1';‘\',;? (SqL_Jare M|Ie56)2
Form of Government - Council/Manager 1961 ) 8:80
Population 1970 - 62.20
1975 - 85.80
1950 Census - 2,032 1979 i 88.60
1960 Census - 10,026 '
) 1982 - 113.60
1965 Special Census - 54,504
1986 - 183.60
1970 Census - 67,823
) 1987 - 184.30
1975 Special Census - 78,065
1988 - 184.80
1980 Census - 88,412
1990 - 185.20
1985 Census - 108,447 1998 i 184.50
1990 Census - 130,069 '
1995 Census - 168,176
1998 Est. 06/30/98 - 196,310

Miles of Sewers

] (0] 11 62
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Fire Protection
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The City of Scottsdale has no fire employees but contracts with Rural/Metro Corporation to provide fire
service to all residents.
Police Protection

NUMDBET Of EMPIOYEES ...ttt ettt ettt sa e s ae e he e sae e bt e saeesbeesbeesbeesbeesbeesbeen 412
Number of Traffic Citations (Excluding parking and Criminal)...........ccccccovveiiiiii e 40,629
Number of Photo Radar Citations (Began Photo Radar in Jan, 1997)........cccccevveniiiniineeneeneeen 51,647
NUMDBDET OFf VENICIES ...ttt ettt ab e st e s abe e ebe e e nbeeeneee 213

The City jail is a holding facility. All long-term prisoners are incarcerated in the County jail.
Recreation

Parks - DeVveloped PArkS GCIEAGE .......cuivii ittt sttt sttt sb e bbb e sbeesbeesbeesbeesbeesbeesbeesbeens 555
NUumMber of SWIMMING POOIS ........cooiiiii ettt ettt e e ab e e st e e sbeesaneesabeesbeaans 3
Number of Other Recreation FACIHTIES ........c..eoiiiiiiieee e 60

These include schools and school playgrounds in cooperation with Scottsdale Unified School District.
Water Enterprise

NUMDEr Of WAter CUSIOMELS ...ttt sttt ettt e et e e s st e e st e e sabeeenbeeenbeeeseee 68,248

Annual ConsuMPLioN (GaAllONS).......uueiviriiireree e e s e e srer e s e e sre e e sreeesraeesneees 20,477,860,000

System Capacity (GalloNS PEr DAY) ........coiiieiieiiieieitie ettt e e sae e s e saeeanea e 107,205,760

Miles Of DISLHDULION LINES .....c.eiiiiiie ettt sttt st bbb e et e e st e e be e st et e be e sbeenbe e be e 1,225
N TU g o=t o} H (=T 1 [T | L SR 9,159
Employees as of June 30, 1998

U1 I = SRR 1,495

= T el T TP OPRURRPRPRRORN 327

Grant and tHUSE FUNAEA ... ettt sb et sht e et e e st e e e ebe e e sbeeesaneesaneas a7

10 - | SRR 1,869

Elections

Number of registered voters as of last general election, March 1998 ..........c.cccccevceevieevieecviee e, 109,228

% of registered voters voting in last municipal election.............ccocciiiiiiiiiie e 16.93%
Population

Median Age OFf RESIAENTS..........oiiiiiiieiee bbb bbb bt n e san e e e 39.7

Mean Average Household Income (1995 Special CENSUS) .......ueeiueeiiieriieeeiie e e e sreeseeeseee e $48,319

Mean Average Home Value - Single Family .........ccoooiiiiiii e $175,500

Source: City of Scottsdale Financial Services Department
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